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On the day of Nasik Congress 
this book 
is 

presented to 

Babu Purusottamdas Tandon 

President, Indian National Congress 
with the hope 

that he will hear the tears falling 
and 

throw his weight on the side of the masses 
to save the country from 
ruthless exploitation 



Gandhiji was killed in Birla House in, 
1948. 

But more than that is still being killed in 
houses like Birlas’—the health, wealth and 
happiness of our people are being butchered 
there. 

—Current 
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Order—Hands off Birlas 



THE SECOND REPRINT 

We are glad to say that the first print of this 
book has been exhausted in two months. The 
production of the book was not to our satisfaction 
and it had many defects. This was inevitable 
because it had to be prepared and printed under 
conditions of extreme difficulty, discouragement 
and risk, and therefore utmost secrecy had to be 
maintained. Subsequent events have proved 
that our apprehension was justified. 

When we first published the Kesoram 
chapter in our journal The Jugabani , our office 
and residence, the Udayana Press where the 
Jugabani is printed and the Reproduction 
Syndicate who prepared the blocks, were raided 
by the police and searched. Even the binders 
were not spared, their place had also been visited 
by the police. 

The West Bengal Government’s eagerness 
to shield the evil doers was palpable through the 
modus operendi they adopted after the publication. 
It was elear that their intention was not to stamp 
out corruption, but to seal off all loopholes so that 
any further leakage of information about corrup¬ 
tion would become impossible. 

After the publication of this book, the same 
thing has been repeated. The West Bengal 
Government have again let loose their police. 
The residences of a number of Sales Tax officers 
have been searched. It must be noted here that 
even tlffe house of Mr N. C. Roy had not been 
spared from this official crusade against honesty 
and integrity. He is still under suspension. 



The police had again made its appearance 
at the place of the writer. We were invited to 
co-operate with the Government and help them 
in their investigation. We wanted to know first 
of all the ground where we could meet the 
Government in order to help them and what was 
precisely the investigation about. He said that 
leakage of official secrets was a serious offence 
and the source of leakage should be traced. We 
reminded him that as journalist it was our moral 
duty to unearth instances of corruption, get hold 
of evidences and publish them, and it was our 
precious and customary right to refuse to disclose 
our source of information. It was not possible 
for us to oblige the Government by aiding them 
in their effort to punish honesty and perpetuate 
dishonesty. Had the Government acted in a 
manner that a loyal citizen and a moral being 
would expect them to do, we would have been 
only too glad to place our wholehearted co¬ 
operation at the disposal of the Government. 

In this book we have brought to light an 
unhealthy association of the Finance Minister, 
high officials of the Finance Department and the 
Birla House which has been responsible for the 
ruthless exploitation of the masses. The book 
may be compared to a thermometer showing the 
degree of corruption prevalent in the administra¬ 
tion. We must confess that we were surprised to 
find the Chief Minister, Dr B. G. Roy, an 
eminent physician, trying to cure the malady by 
breaking the thermometer. ° 

This matter came up before the West Bengal 
Legislative Assembly in its autumn session. 



During interpellations, Mr N. R. Sarkar, 
Finance minister, had to admit that the docu¬ 
ments contained herein were genuine and his 
reply amounted to a public declaration that 
service unto Birlas was public service. The 
interpellations were fully reported only in the 
Nation and are given below : 

Things relating to sales-tax assessment of the 
Birla-owned Kesoram Cotton Mills loomed large 
in the West Bengal Legislative Assembly 
yesterday (October 4), during the question 
hours. Answering to prolonged heckling by 
Congress Member Mr Bimal Coomer Ghose, 
Finance Minister Mr N. R. Sarkar admitted in 
the long run that the Government Officer dealing 
with the tax-assessment case of the firm was 
suspended. 

It may be called that some time ago reports, 
including facsimile reproductions of official docu¬ 
ments, were published in weekly magazines of 
Bombay and Calcutta alleging irregularities in 
respect of sales-tax assessment of the firm. 

Yesterday, the questions and answers were 
all between Congress members. 

Replying to the question put in the name of 
Mr Satish Chandra Chakravarty asking “whe¬ 
ther there has been any interference with the 
course of the sales-tax assessment of the firm of 
Messrs Kesoram Cotton Mills Ltd, for the years 
ended March, 1945 to March 1948,” the Finance 
Miniiter Mr Sarkar said : “No”. 

“Will the Minister be pleased to state if it 
is a fact that in June, 1948, the Commissioner of 
Commercial Taxes had ordered the officer who 
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was dealing with the above case not to take any 
further action on the same ? 

Mr Sarkar : “The proceedings were stayed 
by the Commissioner on the 26th June, 1948, 
pending enquiry by him into certain allegations 
against the assessing officer.” 

“Will the Minister be pleased to state if it is a 
fact that at any stage of the above case, all 
relevant files were taken away by the Commis¬ 
sioner of Commercial Taxes from the officer 
who was dealing with this case and subsequently 
returned to the same officer with instructions to 
proceed with it and still later the officer was 
transferred ?” 

Mr Sarkar : “The stay order referred to 
above was vacated by the Commissioner on the 
completion of the enquiry on the 6th,August, 
1948. The Commissioner called for the relevant 
files in connection with the said enquiry and 
returned the'same to the assessing authority as 
the stay order was vacated by him on the com¬ 
pletion of the enquiry. The officer was 
transferred on the 7 th November, 1949, in the 
interest of the public service.” 

The thread of the issue was then taken up 
by Congressman Mr Bimal Coomer Ghose. 

Mr Ghose : “Will the Hon’ble Minister be 
pleased to state (abbreviated WHMPS) if his 
attention has been drawn to a report in a weekly 
paper to the effect that both the Finance 
Secretary and the Finance Minister had dnter- 
fered with this case in connection with this 
assessment ?” 

Mr Sarkar : “Certainly not.” 
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Mr Ghose : “My question is whether his 
attention was drawn to the report published in 
the paper that there was interference.” 

Mr Sarkar : “I do not call it a paper ; 
it is a rag.” 

Mr Ghose : “That is not my question 
whether it is a rag or not. I am not asking for 
an answer on that question. I am asking 
whether the Minister’s attention has been drawn 
to such a report”. 

Mr Sarkar : “No.” 

Mr Ghose : “WHMPS in view of the 
fact that the stay order was vacated and that it 
was sent back to the same officer to proceed with 
the case, whether it may be presumed that there 
was nothing against the officer ?” 

Mr Sarkar : “Yes.” 

Mr. Ghose : “In view of the answer just 
given, WHMPS as to whether it would not 
have been desirable that the same officer should 
have investigated into this case and completed 
the assessment before he was transferred ?” 

Mr Sarkar : “I do not agree.” 

Mr Ghose : “WHMPS what were the 
allegations against the officer for which proceed¬ 
ings were stayed ?” 

Mr Sarkar : “I want notice.” 

Mr Ghose : “WHMPS when the assess¬ 
ment of this had started ?” 

Mr Sarkar : “I want notice.” 

Mr Ghose : “WHMPS if he has any idea 
as to how long the assessment has been 
proceeding ?” 

Mr Sarkar : “About two years.” 
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'Mr Ghose : “WHMPS whether the assess¬ 
ment has been completed ?” 

Mr Sarkar : “No, it is still being pursued.” 

Mr Ghose : “How long it will take to finish 
this case ?” 

Mr Sarkar : “It is very difficult to say now.” 

Mr Ghose : “WHMPS what he meant by 
saying that he (the officer) was transferred in the 
interest of public service ?” 

Mr Sarkar : “What is written is the 
meaning—in the interest of public service he was 
transferred because he was for a long time in his 
post.” 

Mr Ghose : “WHMPS how long this 
officer was acting in this post ? What is the usual 
period for an officer to be kept in a particular 
post and when usually transferred ?” 

Mr Sarkar : “Generally two or three years 
when the departmental heads think that- he 
should be transferred ” 

Mr Ghose : “Is there any other considera¬ 
tion excepting the period of service which might 
come into consideration for a decision of the 
fact as to when a particular officer should be 
transferred ?” 

Mr Sarkar : “There is no general rule.” 

Mr Ghose : “WHMPS if this v particular 
officer has been suspended ?” 

The Finance Minister here took quite a long 
time to answer and Mr Ghose had to repeat it 
several times. After the question had finally 
been put on the query made by the Speaker, 
Mr I. D. Jalan, the Finance Minister admitted 
that the officer had been suspended. 
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Mr Ghose : “WHMPS the reasons why he 
was suspended ?” 

Here the Chief Minister Dr B. C. Roy 
came to the rescue of his colleague and said : 

“That does not arise out of this question. 
We are prepared to give you answer for a proper 
question but not as a supplementary question.” 

The book was sent to many of our leaders 
at Nasik while the Congress was in session. We 
did not get any acknowledgment from any one 
of them but we found Seth G. D. Birla coming 
down to Calcutta soon after. He was seen 
closetted at the Ranjani, the residence of Mr 
N. R. Sarkar, with the Chief Minister and 
Finance Minister for an hour and a half, and the 
Finance Secretary of the West Bengal Govern¬ 
ment standing attendance at the door with a big 
file. The Birlas’ anxiety to close assessments 
on the basis of their cooked accounts has always 
been apparent because once the assessments 
are complete they will be free to destroy their 
books of accounts and records which contain 
primary evidences of this sinister case. Frantic 
efforts are now being made to complete the 
assessments and special officers have been deputed 
for the purpose. 

We understand that Pandit Nehru has 
demanded an explanation from Dr B. C. Roy 
of the allegations made in this book. Dr Roy 
has a long association with the Birla House. Mr 
N. R. Sarkar, the Finance Minister, was a 
Direetor of the Orient Paper Mills and the 
Hindusthan Motors for the period to which our 
story relates. The present Finance Secretary, 
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Mr B. Das Gupta was an officer with a salary 
of Rs 750 when he was lifted up and permitted 
to draw Rs 2,750. The present Commissioner 
of Commercial Taxes, Mr K. B. Pal Choudhuri’s 
softness for the Birlas is a matter of long standing 
and has been proved in the chapter on Orient 
Paper Mills in this book where he obliged the 
Company by closing the assessment on the basis 
of an affidavit which one of his subordinate 
officers, on subsequent scrutiny, declared to be 
false. The present Assistant Commissioner of 
Commercial Taxes, Mr S. K. Bose, who holds 
charge of the Birla File, has been brought to the 
present post after transferring Mr N. C. Roy. 
Mr Bose’s nephew acts as a junior to the pleader 
who deals with the Sales Tax cases of the Birlas ! 
Can any sane person believe that any investiga¬ 
tion worth the name is possible with the stooges 
of the Birlas occupying all these key positions ? 
We are encouraged to learn that the Prime 
Minister of India has not been satisfied With the 
face saving explanation submitted by the West 
Bengal Government and has returned it to them. 
Any inquiry worth the name ought to be 
conducted ”by a public tribunal presided over by 
a Justice of the High Court. 

Dr B. C. Roy has succeeded in reversing 
Pandit Nehru’s declaration of a general election 
in this province which he had made after the 
defeat of the Congress at the South Calcutta 
bye-election. We shall watch with keen anxiety 
whether he succeeds in hoodwinking Paaditji 
once again. Exploiters and Corrupters of society 
will get their moral blow if Panditji rises to his 
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full height this time and takes decision worthy of 
the Prime Minister of India. 

We have faith in the future. We remember 
how the Dreyfus case was taken up by the 
progressive forces of France, how Emile Zola’s 
stirring indictment J ’accuse had thrown the anti- 
Dreyfusards into confusion, how he was prosecu¬ 
ted on a charge of defamation and sentenced to 
a year’s imprisonment, and how ultimately, 
through a tremendous and long drawn public 
agitation, there was a general distribution of 
rewards to the innocent and punishment to the 
guilty. It was a struggle between conservatism 
and progress, between absolutism and revolution, 
a battle of dogmatism against criticism, of 
authority against liberty. The vindication of 
Dreyfus meant the defeat of forces which were 
in themselves antagonistic to the Republic. 
We have made an invasion on the strongholds 
of capitalism and arbitrary authority. We have 
no doubt about the future. It may be delayed, 
but it must come. God sees the truth but 
waits. 

The mills of God grind slowly, yet they 
grind exceeding small. 


D. BURMAN. 




PREFACE TO THIRD REPRINT 

With great pleasure we place the third 
reprint of this book in the hands of the public. 

Much has happened since the publication 
of the Second Reprint. On March 9 last Sri 
Deven Sen, MLA, General Secreatry of the 
BPNTUC, moved two cut motions during the 
Budget debate in the West Bengal Legislative 
Assembly, to discuss the suspension of Sri N. C. 
Roy and the tax evasion by the Birla Brothers 
as revealed in the book Mystery of Birla House. 

Sri Deven Sen quoted passage after passage 
in extenso from the book Mystery of Birla 
House. He compared this book with Uncle Tom's 
Cabin which led to the emancipation of the 
slaves and said that the Mystery of Birla House 
would similarly contribute to the emancipation 
of the people from the shackles of finance 
capitalism. 

Sri Sen boiled down his whole challenge 
to the following points : 

Sri N. C. Roy made Herculean efforts to 
examine the books of companies under Birla 
Brothers and on April 8, 1948 called for the 
manufacturing account of the Kesoram Mills 
which the companies were bound to produce to 
Income Tax authorities. Kesoram replied on 
May ix, 1948 that they did not keep the manu¬ 
facturing account. On May 17 Sri Roy repeated 
his demand. On June 11 the Birlas asked Sri 
Roy to stay his hands. On June 26 the Com¬ 
missioner of Commercial Taxes issued such a 
stop order. After this, there was a telephone 
conversation between the Commissioner and 
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the Birlas. On July 12 the Birlas wrote that 
their manufacturing account was destroyed. 
On August 6 the Commissioner’s stop order was 
vacated but pressure was put upon Sri Roy to 
complete the assessment quickly. Sri Roy, how¬ 
ever, continued to proceed with the assessment 
in his own way. Sri Roy was first transferred, 
then suspended. Meanwhile Sri Roy had com¬ 
pleted the assessment of Rs 26 lakhs tax on 
Orient Paper Mills and expected to assess Rs 40 
lakhs on Kesoram. After Sri Roy’s transfer 
the assessment on Orient Paper Mills had been 
set aside and Kesoram had been let off with 
Rs 4 lakhs. All other controversies apart, the 
basic fact remained that a tax officer wanted to 
collect a crore of rupees from a party and that 
the Finance Minister and the Finance Secretary 
prevented the officer to complete the assessment 
first by transferring, then by suspending him, 
which resulted in a colossal loss of tax revenue 
to the Government. The Government must 
explain why Sri N. C. Roy was prevented from 
completing the assessment. 

Sri Sen characterized this as the story of 
loot of public money by the combined conspiracy 
of the Finance Minister of West Bengal and the 
Birla Brothers. 

In conclusion, Sri Sen declared : “In the 
name of the people of West Bengal I demand a 
non-official enquiry with a High Court Judge 
as President to find the truth and punish those* 
who are guilty of fraud, evasion of tax arid help¬ 
ing in evasion of tax whether they be the non¬ 
official Birlas or official Finance Minister.” 
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Dr B. C. Roy, the Chief Minister, read a 
prepared speech in which he sought to white¬ 
wash the whole matter, and denied the charges 
as baseless. The cut motions were pressed to 
division and were defeated by 33 vote to 11. 
Two members of the Congress Party remained 
neutral and another prominent member of the 
Congress Party, who was present during the 
debate, did not vote. The demand for enquiry 
was thus rejected. 

Sri Deven Sen had also tabled a question 
on the same subject. Curiously enough, on 
March 21, exactly 12 days after the West Bengal 
Chief Minister’s refusal to accept the demand 
for a non-official enquiry, Sri Sen’s question was 
brought before the House and the same Chief 
Minister announced that a Tribunal would soon 
be formed to go into the matter. 

Three events may have contributed to this 
change of front by the Chief Minister. Soon after 
the defeat of the cut motions on March 9, there 
were heated discussions between some prominent 
Party members and Dr Roy. The demand 
for enquiry was supported by them. Secondly, 
Sri H. V. Kamath raised the matter in the Indian 
Parliament on March 14. He requested the 
Finance Minister to look into the allegations of tax 
evasion referred to in the West Bengal Assembly 
and said that the reply of the West Bengal Chief 
.Minister on the subject was not convincing. 
Thirdly,# there was pressure from the Centre. 
We now understand that the West Bengal 
Governor is taking interest in the matter. The 
West Bengal Government in their own way 
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are still doing their best to cloud the issues. 
The Tribunal has not yet been announced but 
the leakage enquiry against Sri. N. G. Roy 
before a special Judge has already begun. 
Justice demanded that the Tribunal should sit 
first to find out whether Sri N. G. Roy had been 
within his rights to call for the papers he had 
done and whether he was prevented from 
collecting the tax. Any allegation of leakage of 
official secrets would have arisen only later. 
Congress Party members, who had supported 
the demand for enquiry, had also suggested this 
line of action to Dr Roy. But Dr Roy’s 
Government has chosen to order the leakage 
enquiry first and have not yet announced the 
personnel of the Tribunal or its terms of re¬ 
ference. 

We give here a comparative summary of 
the different statements of Dr. Roy on the 
subject. 

Kesoram Cotton Mills 

Our Allegation: 

Sri N. C. Roy had submitted a Report to 
the Sales Tax Commissioner that he would 
collect Rs 40 lakhs as Sales Tax from this Mill. 
He had asked for their manufacturing account 
on April 8, 1948, which he had considered indis¬ 
pensable for purposes of assessment. Kesoran^ 
said on July 12 that this was an account which 
they never maintained. Three months later 
they said that it was destroyed. 
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Dr Roy's statement on March g : 

“In June 1948 the management of the Mills 
complained to the Finance Minister that Sri Roy 
was unnecessarily harassing the party by calling 
for unnecessary papers, e.g., manufacturing 
accounts etc. and was using intemperate and 
threatening language towards the lawyers appear¬ 
ing for the firm in course of hearing. The 
complaint was immediately referred to the 
Commissioner for enquiry and report. During 
enquiry the Commissioner, as usual in such cases, 
stayed proceedings by an order dated 26-6-48. 
The Commissioner after enquiry sent his report 
on 13-7-48 in which he stated that the Assistant 
Commissioner was within his rights to call for 
manufacturing accounts and should be left free 
to proceed according to law. The Government 
accepted the findings of the Commissioner. 
The stop order was stayed for 40 days.... In June 
1949, the Commissioner had recommended to 
the Government the transfer of Sri Roy because 
of his ineffective work in the most important 
circle....Sri Roy’s successor examined the books 
of accounts of the firm and verified the returns 
with the books of accounts....No serious evasion 
was detected by these test checks....He found 
that the Stock Return given by the firm to the 
Textile Commissioner agreed with the Stock 
return as in the statement submitted to him by 
the firm. Basing his assessment on his calculation 
as to the sales during these years, this gentleman 
asse&ed an additional tax of about Rs 2£ lakhs 
over the amount already paid by the firm.... The 
Government and the Commissioner of Sales Tax 
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were keen to finish the assessment as quickly 
and correctly as possible because the assessment 
had not been done for nearly five years. The 
steps taken by the Government in transferring 
Sri Roy in November, 1949, resulted in an in¬ 
creased assessment where Sri Roy had proved 
completely ineffective.” 

It is clear that (i) the assessment of this 
big firm had not been done for five years, (ii) the 
firm was determined not to produce their manu¬ 
facturing account, (in) Sri N. C. Roy believed 
that proper and just assessment would not be 
done without the manufacturing account, (zt>) 
the Commissioner at first supported him, (p) 
suddenly there was a change, Sri Roy was 
transferred and his successor completed the 
assessment without the manufacturing account, 
basing it only on the Stock return as submitted 
by the firm which Sri Roy had declined to 
accept, ( vi) Dr Roy did not explain that an 
additional assessment of Rs 2! lakhs donated a 
suppression of sales to the extent of about 
Rs 80 lakhs. This evasion was detected without 
the manufacturing account, relying only on the 
company’s own stock return checked with their 
return submitted to the Textile Commissioner. 
This proves that Sri N. C. Roy was fully justified 
in suspecting huge suppression in the Company’s 
Sales return. 

On March 21, Sri Deven Sen wanted to 
know whether in ascertaining Sales Tax, manu¬ 
facturing accounts were needed and called for 
usually. 

The Speaker, Sri I. D. Jalan, intervened 
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and said that supplementary questions were 
meant for eliciting further information, they were 
not intended for getting admission of further 
facts. During the debate on March 9, the 
Speaker tried his best to prevent mentioning the 
Birlas by name. 

The confusion in the mind of the Chief 
Minister becomes apparent when we compare 
his statements of March 9 and March 21 on the 
same subjects. In relation to Kesoram, he had 
stated on March 9 that an assessment of Rs 2 i 
lakhs had been made by the successor of Sri 
Roy on the basis of Stock returns submitted by 
the firm. On March 21, the same Chief 
Minister who himself gave out the figure, said, 
“The assessment of the Kesoram Cotton Mills 
for the years 1944-45, 1945-46 and 1946-47 has 
been completed by the successor of Sri N. C. Roy. 
The figures and other particulars relating to the 
record of a particular case are confidential.” 

Orient Paper Mill 


Our Allegation : 

This mill has not paid a single pice as Sales 
Tax since its introduction in 1941. Sri N. C. 
Roy had assessed them at Rs 26,13,670. . On 
the Mill’s appeal, the Sales Tax Commissioner 
himself admitted that they were habitual tax 
evaders. He stated that the premises on which 
assessment had been made were correct but 
in spite of that he requested Sri Roy to give them 
one and only one more chance to produce their 
books. The company did not avail of that 
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opportunity. Rather, they secured the transfer 
of Sri Roy. 

Dr Roy's statment on March g: 

“Although he assessed the Orient Paper 
Mills, of Rs. 26 lakhs it was found to have been 
made on wrong premises and so it was not 
executed.” 

Sri Deven Sen's question on March 21 : 

Is it a fact that 26 lakhs of rupees were 
assessed with regard to Orient Paper Mills ? 

Dr Roy's reply : I have already said that 
I cannot mention the figure. 

Sri Deven Sen : Is it a fact that the assessment 
has been cancelled ? 

Dr Roy : I do not know. 

SRI N. C. ROY 


Our Allegation : 

Sri N. G. Roy, Assistant Commissioner of 
Sales Tax had found on deep scrutiny of the 
account books of Birla Brothers that Sales Tax 
to the amount of Rs 1 crore had been evaded 
by them. He tried to secure this revenue for 
the State. He was prevented to do so. He 
was next transferred and finally suspended 
from service. 

Sri N. R. Sarker, the Finance Minister, 
stated in the West Bengal Legislature on October 
4, 1950 that Sri Roy had been at the post for a 
long time and he was transferred in the interest 
of public service. * 

On being pressed to state whether Sri 
Roy had been suspended, the Finance Minister 
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hesitated for quite a long time and finally 
admitted that it was a fact. He did not give 
any reason for suspension even after getting due 
and proper notice. 

Dr Roy stated on March 9 that Sri Roy 
was transferred because his work in the most 
important circle was ineffective. He also 
stated that Sri Roy was suspected of leakage of 
official secrets and a police enquiry had been 
made. Police had submitted its report on 
January 29 this year. 

On March 21, Sri Jyoti Basu asked during 
supplementaries on Sri Deven Sen’s question : 

Who was the Officer who conducted the 
enquiry ? 

Dr Roy : I cannot tell you now. 

Sri Basu : when did he submit the 
Enquiry Report ? 

Dr Roy : I do not know if any useful pur¬ 
pose would be served by giving that. I shall 
however try to tell him later. 


The Enquiry Commission 

Demand, : 

A non-official Tribunal with a High Court 
Judge as Chairman should be formed to enquire 
into the Tax Evasion and the allegation of 
preventing Sri N. C. Roy from collecting reve¬ 
nue to the extent of a crore of rupees. 

# Dr Roy refused to accept the Enquiry 
demand stating that the charges were entirely 
baseless. The Opposition Party challenged a 
division and the cut motions were defeated. 
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On March 20, in the debate on State 
Transport, Dr Roy stated : “Sri Deven Sen 
is very fond of asking for public enquiries to be 
held into the working of various departments. 
What does he think ? Are we (Ministers) so 
many nincompoops ? Are we or are we not 
trusted ? If I am the Chief Minister of this 
State, I feel that I work with the full confidence 
of the majority of this House. I don’t care what 
anybody says. I look after the affairs of the 
Government as if they were my personal affairs”. 
This is exactly where we do not agree. We 
do not want that a Government should be any¬ 
body’s personal affair. 

On March 21, there was a complete volte 
face of this very same Chief Minister who had 
been so loud in his refusal to hold the Enquiry. 
Evidently under pressure he assumed a position 
of injured innocence and made the following 
statement : 

“With regard to assessment for which 
charges have been made and to which I have 
given reply during the debate on cut motions, 
I have felt that in the interest of the Government 
and the assessee it would be better if we could 
trust the whole of the case regarding assess¬ 
ment before a Tribunal. My difficulty has been 
that it is not possible under the present Act 
for anybody else but the Sales Tax Commissioner 
to hear an assessment appeal or the Member 
of the Board of Revenue to hear an appeal 
from the Sales Tax Commissioner. The matter 
may also go up to High Court if there is a point 
of law. There is no provision under the present 
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Act by which the Government can hand over the 
case to any Tribunal besides those mentioned in 
the Act. There' is no time to put in a legisla¬ 
tion before the House. I propose to pass an 
Ordinance as soon as possible. I have asked my 
law officer to frame an Ordinance for creating a 
Tribunal to which the Government can refer 
not only this case but other cases also which in 
their opinion happen to require independent 
enquiry and assessment. This particular point 
like King Charles’ Head has come up from time 
to time and it is better to see what the result 
of the Tribunal be.” 

Dr Roy has felt that the Tribunal should be 
formed “in the interest of the Government 
and the assessee.” Our allegation had been that 
the Finance Minister, the Finance Secretary 
and the Sales Tax Commissioner have been 
responsible for letting the Birlas go without 
assessment which resulted in a loss of a crore of 
rupees to the State, that Sri N. C. Roy had been 
transferred when he had almost completed the 
assessment and that Sri Roy had been deli¬ 
berately prevented from securing this large 
revenue for the State and punished for this 
attempt. Neither we nor the Opposition Party 
in the West Bengal Legislature have ever 
suggested that the entire Government were 
guilty. We must confess that we were shocked 
when we found Dr Roy coming forward to 
shield the guilty persons. It was then that 
we had no other conclusion to draw that 
financial ties between Dr Roy and the Birlas 
were stronger than his allegiance to the State 
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and the people. According to his own admission 
Dr Roy has placed his own Government on the 
accused’s dock together with the assessee by 
declaring that the interests of the Government 
and the assessee are the same. According to 
normal procedure the interests of the Government 
ment and the assessee are entirely different 
and conflicting, particularly when a large 
revenue is involved. Normally the interest of 
the Government is to get more revenue while the 
interest of the assessee is to evade it to the best 
of his ability. It is therefore astounding to 
find a Chief Minister to declare in the Legisla¬ 
ture that the interest of the Government is 
indentical with that of a tax evader! Any 
Chief Minister worth the name should have 
permitted Sri N. C. Roy to proceed with the 
assessment specially when charges of harass¬ 
ment against him had been proved to have 
been false. Instead we find our Chief Minister 
complimenting Sri Roy’s successor who had 
brought in Rs lakhs in place of Sri Roy’s 
estimate of a crore. 

Under such circumstances, it is only proper 
that Dr Roy should not have any hand either in 
the nomination of the members of the Tribunal 
or in the prosecution. We had given vent to this 
feeling in our Jugabani dated March 31. 

The foremost question that arises in 
connection with the Tribunal is who is going 
to be the Prosecutor and whether the proceecjjngs 
' ithe Tribunal will be public ? Normally, in 
such Tribunals the Government prosecutes and 
the Tribunal delivers judgement after hearing 
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both sides which put forward conflicting views 
and facts. But in this case according to the 
Chief Minister’s own admission, the interests of 
the assessee and the Government are the same. 
If the present Chief Minister, Finance Minister, 
Finance Secretary and the Sales Tax Commis¬ 
sioner play the role of prosecutors, great suspicion 
will lurk in public mind whether adequate facts 
will at all be placed before the Tribunal. All of 
them stand accused at the bar of public opinion 
and are interested parties in this case. If in 
addition, the proceedings of the Tribunal be 
confidential, then there is little doubt that it 
will be merely a white-washing affair however 
competent the members of the Tribunal might 
be. 

These questions must be cleared first before 
the Tribunal comes into existence. 

If any body thinks that he can hoodwink 
people on a matter of national importance of 
this nature, we must say that great disillusion¬ 
ment lies in store for him. 

Much of the story and sublimity of truth 
is connected with its mystery. Truth comes 
to us with a slow and doubtful step. Our 
eminent Physician-Chief Minister may remember 
that every violation of truth is a stab at the 
health of human society. 

May 17, 1951 


D. BURMAN 




HOUSE OF BIRLAS 

The House-of Birlas is the most important 
House in India to-day. It is the one single house 
that commands control over a great bulk of 
invested capital in the country. The present 
system of industrial finance in India is very 
peculiar. The invested capital as declared in 
the Balance Sheets of the companies is subscribed 
generally by the middle class people. But with 
the Managing Agency in their hands big business 
houses are in a position to exercise complete 
control over the entire capital structure. Of 
such Indian Houses, the Birlas are one of the 
biggest. But politically they are the most 
important. 

The rise to power of Birla House has been 
meteoric. During the first world war the Birlas 
were ordinary traders. They were clever enough 
to have themselves associated with the ruling 
British power and the political organization 
which had the prospect of coming to office. The 
Birlas were shrewd enough to realize that if 
Congress came into office, real power would 
pass into the hands of the capitalists who had all 
along aligned themselves with that political 
party. They had understood that the era of 
white capitalist monopoly in this country was 
drawing to a close, time for joint exploitation 
was fast approaching. They were shrewd 
enough to realize that the white trader and 
bureaucrats would have to yield their dominating 
places to their Brown counterparts and share 
the loot with the Indian capitalists, else there 
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would be revolution and both would be kicked 
out of the country. Transfer of power to 
Congress was foreseen. G. D. Birla became 
Gandhiji’s ardent follower, housed him arid not 
unoften financed him. But his most useful 
achievement was his friendship with Sardar 
Patel. G. D. Birla, so far as we have been able 
to gather, was never a member of the Congress, 
he worshipped it from a safe but profitable 
distance. His association with the Congress 
leaders became closer with the formation of the 
Harijan Sevak Sangh. It was after his joining 
this association that Gandhiji agreed to become 
his guest at Bombay. 

Whatever might be the secret understanding 
between G. D. Birla and the Congress leaders 
behind the screen, the Birla house openly sided 
with the Ruling power whenever there was a 
clash between the Government and the Congress. 

In 1939, when the Congress declared non- 
co-operation with the war effort, he pleased his 
British friends by supplying all sorts of war 
contracts. 

The final test came on August 9, 1943. 

On that fateful day Gandhiji and his party 
were arrested after the ‘Quit India’ resolution 
was passed. All the arrests were made at the 
Birla House where Gandhiji and others were 
staying. Entire Bombay City observed hartal 
to register a protest against Gandhiji’s arrest. 
Businessmen closed their shops and industrialists 
released their workers from their dailyfe work. 
The notable exception was the Birlas who refused 
to close down their Hind Cycle Factory. The 
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reason was not far to seek. The second World 
War was on. Congress had declared non-co- 
operation with war efforts and “went into 
wilderness.” Birla’s future brightened up. 
War contracts had begun to flow in in increasing 
volumes. ' 

One cannot but congratulate the Birlas 
in their tact, diplomacy and manipulation. 
The independence of India was earned with the 
blood and sufferings of millions of people but the 
benefit was enjoyed practically by the Birla 
House alone. The families of many of those 
who gave their lives are still starving, those who 
sacrificed their career and earthly possessions 
are still in the gutters but Birlas are ruling India 
from their comfortable guddi. They picked up 
the right winners and won the race. 

The Birlas’ name is a magic word to-day. 
From the Ministers down to the petty Govern¬ 
ment official, every person is afraid of them. 
Birlas’ displeasure may cost one’s bread, this 
has been the general apprehension. They have 
continued to take advantage of their high political 
associations over the public servants and provin¬ 
cial Ministers. 

The engine with which their exploitation 
of the masses is done is well known in the world 
as the Managing Agency System which obtains 
nowhere else in the world except India. This 
is a system of industrial finance introduced in 
tins country by the British Traders of the early 
days of Indian loot whose special features are 
threefold : exploitation of the share-holder, the 
Consumer and the state. The Birlas have in- 
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herited this system, have perfected its machinery 
and have applied it with such a strong backing 
of the Congress Government that the entire 
country has now become a hunting ground for 
the Managing Agents, with the Birlas coming 
foremost. 

Conditions of the Birla concerns are far 
from satisfactory. Concerns with much less 
capital and much less turnover declare dividends 
much higher than those done by the Birlas. The 
Reserve Fund position of the Birla concerns are 
also less happy than their other counterparts. 
By clever manipulation and jugglery of accounts 
the profits earned by the concerns are wiped out 
from the Balance Sheets and quietly go to the 
pocket of the Birlas. It will be shown in detail 
in the following chapters that the Birlas wipe 
out profits from the Balance Sheets of their 
Companies : 

(1) By fictitious purchases sometimes from 
non-existent persons. 

(2) By suppression of production and divert¬ 
ing the unaccounted productions 
through non-existent persons. 

(3) By sales at a very low value to fictitious 
registered dealers set up by them. 

(4) By setting up subsidiary concerns with 
the money advanced from big companies 
and manipulating purchases and sales 
through them and subsequently liquid¬ 
ating the concerns. 

(5) By charging capital purchases against 
revenue and selling these and usurping 
the sale proceeds. 
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(6) By heavy purchase of building materials 
and hardware goods for the purpose of 
extensions of factory and building and 
selling them secretly but at the same 
time showing them under factory ex¬ 
tension account. 

(7) By fatka transactions with concerns set 
up by them. 

The British Business Houses had at least 
one silver lining under them. They developed 
the industries under their enterprise on a sound 
basis. No doubt they did so out of their own 
interest but it had conferred an indirect benefit 
to us as well. The industries under Birlas, how¬ 
ever, are nothing but machines for earning quick 
money even at the cost of the industries 
themselves. A general scrutiny of the financial 
position of their companies will reveal how un¬ 
sound their foundations are, standing as they 
were like houses of cards. 

There is no attempt to develop them as 
national assets. Machineries are hardly re¬ 
placed, overhead costs which put a big share 
into the Managing Agents’ pockets are not 
reduced, cost of production rules high, quality 
of products turns bad to worse. The industries 
are maintained through secret manipulations 
in the grant of .import quota licences to rival 
products. A manipulated monopoly market 
gives ihem the opportunity to sell whatever 
rubbish they might choose to offer at whatever 
prices they may' be pleased to quote. The 
industries maintained on this basis cannot stand 
for a single, day in the open competitive market. 
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whether at home or abroad. The kind patronage 
the Birlas are getting to keep up their industrial 
companies somehow going cannot last long. As 
soon as this patronage is withdrawn, the Birlas 
may go away from business with enough money 
in their pockets to keep their umpteen 
generations in luxury, but the entire industrial 
structure of the country will collapse. Due to 
their unscrupulous policy of exploitation, they 
have made the investors shy, there have been 
cracks in the Stock Exchanges and the chance of 
anybody else building industries on honest and 
sound basis has diminished. Their influence 
with the Government has been so powerful that 
it has been almost impossible for any new enter¬ 
prise to get any financial or other assistance from 
Government or semi-Govemment agencies where 
the Birlas are not pleased to support them. 

The Birlas’ greed for money is leading India 
to destruction and it can rightly be called a 
national calamity. 



KESORAM COTTON MILL 


Kesoram Cotton Mill is one of the big mills 
in the country. Cotton products command a 
very good price and a ready market in normal 
times. Its paid up capital is Rs 80 lakhs. A 
proper study of the affairs of this mill shows 
that its profits should be very much higher than 
the amount disclosed in the Balance Sheet. The 
secret profits are large and find their way into 
the pockets of the Managing Agents. An 
illustration of how the secret profits are made is 
given here. 

On June 16, 1944, a Deputy Director of 
Inspection (Income Tax), Calcutta, wrote to the 
Director of Inspection (Income Tax) at Simla : 

I understand that some dispute is going 
on between Mr Bagri, Secretary, Messrs 
Kesoram Cotton Mills, Calcutta and the 
management of the mill, because the latter 
have accused the former of embezzling to 
the extent of about 12 lakhs. Mr 
Ghanshyamdas Birla, I learn, called the 
Secy., who admitted before him that he had 
made about 1 2 lakhs. He, however, warned 
him that if any steps were taken against him, 
he would, behind the screen as he was, make 
revelations as to the way in which the 
management had made a secret profit of 
about 84 lakhs. These secret profits, I am 
told, have been made by the Secy, and the 
management partly in the black market 
and partly through the help of Bagri’s 
brother who has some hand in the issue of 
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yam, etc., for the manufacture of various 
stores for the army in the Textile Mills. 1 
pass the information to you, because the 
management of the Kesoram Cotton Mill 
may, in the long run, turn out Mr Bagri 
and the Department may then get some 
definite information from him for roping 
in these concealed incomes. So long as Mr 
Bagri continues as Secy, it will be Herculian 
task to worm out any information from 
him. 

The Simla authorities directed the Com¬ 
missioner of Income Taxes, Bengal, to investigate 
the matter. The Commissioner asked his sub¬ 
ordinate officers to start enquiry. As a result, 
P. N. Das Gupta, Income Tax Officer, 
Companies, Dist. II., in a letter to the 
Commissioner dated Nov. 17, 1944 wrote : that 
he had asked the Kesoram Cotton Mill to furnish 
a quantitative account of sale, with names and 
addresses of parties, to whom sales for more than 
Rs 10,000 had been made during year ending 
31-3-44. A similar quantitative statement of 
purchases for the same period has also been asked 
for. Six months elapsed. Mr Das Gupta again 
wrote, on June 6, 1945 : 

Forwarding C.I.T. (B)’S Memo No. 6 ^ 4 ^ 5 - 

Dated 24-5-45. 

Kindly refer to your above Memo. 
Mi'" Bagri is still working as the Secy, of 
the company and therefore it is not possible 
to obtain any information from him. The 
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accounts of M/S Kesoram Cotton Mills 
Ltd for the year ended 31-3*44 are under 
examination. In absence of specific in¬ 
formation from the Directorate of Inspection 
(I.T.) regarding company’s transactions in 
Black Market, references have already been 
made to the Income Tax Officers concerned 
for verification of purchases and sales effected 
by the company during the accounting year 
(year ended 31-3-44). The result of the 
scrutiny will be communicated to you in 
due course. 

P. N. DAS GUPTA, 
I.T.O. Comp. Dist. II. 

6-6-45. 


On strong reminders from Simla the wheels 
in the Bengal Income Tax hierarchy began to 
move. Patrons of Birla were alert and Das 
Gupta wrote that assessment might be completed 
on the basis of accounts produced ; assessment 
might be reopened under Sec. 34 on a receipt of 
materials from officers of other provinces. 

This was the first step towards the 
application of Dhama (Basket). It is very 
difficult to reopen an assessment once completed. 
The following letter of Das Gupta is relevent :— 


Mr Bagri is still working as the Secy, 
of the Company and therefore it is not 
possible to obtain any information from 
hftn. 

In absence of specific information from 
the Directorate of Inspection (I.T.) regard¬ 
ing the Company’s transactions in die Black 



Market, Mr Mullan directed that the 
1944-45 assessment based on accounts ending 
31-3-44 be completed and references be 
made to the income tax officers concerned 
for verification of purchases and sales effected 
by the company during the accounting year 
ended 31-3-44. On request, supplied a list 
(2 pages of.Statement I annexed) of 83 
parties from whom purchases had been 
made with amounts thereof and further list 
(Statement II annexed) of 54 other parties 
from whom goods were purchased. Simi¬ 
larly a list of 12 parties to whom sales were 
made (Statement III annexed) was also 
supplied. 

The I. T. O.’s of the districts in which 
these parties are assessed were then written 
to for verification of the figures of purchases 
and sales made. In many cases references 
had to be made to Income Tax Officers all 
over India and the following is the result 
of these enquiries. 

These enquiries wre commenced some 
time in December 1944 and up to date, as 
will be seen from above, but of figures 
required for 149 parties, only in 18 dases 
have the figures been supplied and then too 
there are variations, which can only be 
reconciled if complete details of bills, etc., 
be taken from assessee and passed on to the 
I. T. O.’s concerned for verification? 

This work is taking up a lot of my time 
and the final compilation of figures above 
and this report has taken me a whole day. 
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The accounts are audited by M/S Price, 
Waterhouse Peat & Co., and it seems to me 
that an enquiry'of this nature is futile but 
if I. A. C. directs that enquiry on the lines 
already started be further pursued I shall 
be pleased to carry out his orders. 

The 45/46 assessment has already been 
completed and the return for 46/47 has 
already been filed and I propose to go 
ahead with the latter assessment unless 
orders to the contrary are received from you. 

I.T.O. C II. 

7 -!- 47 . 


It is now clear that it had not been possible 
for the Income Tax Department to verify 
accounts with out-provinces, submitted by 
Kesoram, in the course of four years. This 
proves that either the officials were absolutely 
worthless or their inability was apparent and 
deliberate. The matter that requires special 
attention here is that the Income Tax Depart¬ 
ment kept itself busy in verifying some inter- 
provincial accounts of Kesoram, they never 
called for the Manufacturing Account of the 
Mills. A scrutiny of this account in the light 
of the pucca informations they had already 
received should have been sufficient for un¬ 
earthing their black market activities and other 
manipulations. They ought to have done this 
but tnis was the exact thing they avoided. The 
income tax department refrained from laying its 
hands on > Kesoram Cotton Mills, under the 
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Managing Agency of Birla Brothers even on 
receipt of first class information which, if acted 
upon, would have led to a heavy assessment on 
them. The Mills were permitted to continue 
to defraud the consumer, the shareholder and the 
State with cooked accounts. 

Let us come to their Sales Tax affairs. 
The Sales Tax Department, Bengal had also 
received the information contained in the letter 
of Deputy Director, Inspection, of June, 16. 
Mr N. C. Roy, Assistant Commissioner, Sales 
Tax in a letter dater April 8, 1948, asked Keso- 
ram Cottom Mills to submit their Manufacturing 
Accounts for three years, ending March 31,1947. 

To 

Messrs. Kesoram Cotton Mills Ltd., 
8, Royal Exchange Place, 

Calcutta. 

Ref: Your letter dated 30-3-48. 

Re. Year ending 31-3-46 and 31-3-47. 

Please submit the manufacturing 
account with particular reference to yam 
showing quantitative analysis along with 
Trading, Profit and Loss Account and 
Balance Sheet for each of the three years 
ended 31-3-47 by 30-4-48. The above 
informations are absolutely necessary for the 
purpose of completing assessment. 

Quantitative Sales figures should be 
kept ready. 

N. C. ROY, 

Asst. Commissioner for Commercial 
Taxes , Calcutta (South). 8-4-48. 



.' IESOIM. COTToK SIIIIJS, LTD 

4 j% - 

» / /p 've* yjvWi 

The Assistant OossdUsfsfcsr of Ccns*ral*i Taxes, 
Oaloutta (South) 

2£*B. Pollock stmt» 

?oca£fe 

Dear sir* 


« th rtfarsnos to jour Manor swJub Ho. 1052 <Ut*d £.4.4£ •* 
have to dra* jour attantl on to tb*Jfjst that assessment has been rede for 
* 544-45 and th* final order «*« frVs b sa and therefor*, th* latt*r dated 
50.3*48 *as vrittsn to jou. Regarding th* j««r ending Kara* , 1046 «nd Karol 
IS*?, a* ha a* requested jou to Sxpedi t* th* aatUr and coaplat* th* ismic* 
rent. All th* r*l#*sat books ara ready for jour inspeotlnn, but «* are 
surprised to find that lnataad of examining th* relevant Books you hart 
called for th* sumufao taring expenses alfeh particular* reference to y**r 
showing quant! tattv* analysis. This Is a thing a hi eh m never saint*! «#d 
artd *r* unsbl* to produea. Beside* to da undo* th* Sal* Th* under th* 

Sale Tax Act, this Is not at all necessary nor r* la rant. Vs fssr that your 
requisition In this behalf Is with s visa to unnecessary harssaaent ard foi 
delay In tha assessment. Tbs F«* L.i/o and tha Balance 3heat for *11 th# 
three years bars b**n dil; furnished. 


*Jfoug.3 fthe 9. ily, 


No manufacturing account— 





, th* Assistant Cowls* iofter «f CmonttHX iaxot* 


Ahbt Sir* 


th*# l* td tUno on record the f««l that in rose me* 

If jwr tawrandum to. l*« dated OtUukta %h* Yth Has, I called 

M wad M»»wa8t»« ary sHocta «ontioatd % sbot*. You, were pl**«bt i 
f* lit* ihst you will insist on ny eitanta sul»i«lr« the *sm.'fa«t*& 
dag wowmi* with particular refewanao to ytf* showing guaUtattt* 

pXeeeed So ^ 

--Ifeanst you think tb*> the au~ 

^ aalesecrreeUy. You further 
,, ■—,. nououots vm ntoeseary In 

_*ipSe% 1# W#*4, *t you told u*> on 
•Jwitaj <ni *ih*w tuwbars* At th# wary 

WMft I OOIBjU reepcctfuXly 4ri* you? attec* 
Mm» t Mr* fvfl» ttUnotrw, tin pool* 


analyst* along with t« 

Dos* «««t of the 9 TWf* 
•tot* thot this statfwnt 
ditwd betas** «ho*t te not 
IMlooWdthot o fishing 
«f4*r to eetisfy jourtw 
IsfMMotlon thot youtfod 
tvtfft without wincing 



tatooy In wtoe* I would, therefore, regm? 
i of th* ptrwou of p*t*<m* from *b«*i you got 
Milt of sbtsfc 1M Wd* *uoh • bold and libel-* 


lion to th* foot that 
titaly Uballooa and 
yon to dlwaloe* th* i _ 

any Infestation on the boot*___ _ 

law allegation aa stated abow*. 2n*Wd*r bo rlndiosta th* honour of 
*t dUaota aforesaid* I wU roqhww* yon to dleelost tho urn* of yen* 
SnfOfwnt without further delay. 

1 hew* already told you thet tha book* of wj ollouts ^ 

JtM «udltad by tho Boat reputed ftw of Auditor* and to aatlafy you* 
tagtttweta dwand*. my clients would produce all tha booka that they * 
baba aa* »tll oonpiy with all your ieglUwata dananda. th* wnufaotu,* 
lug account of tb* eoepany U not at *11 relevant for th* determination 
of th* question rtrtbra i wifciii of actual oalo* on th* basis of whieh 
th* tax** under th* Nwl Wosiw* Idol** Tag) Aat art to bo levied. 

You haw* not boon uhl* to abate how lafarwpUaa about wanufaeturlng 
with referees* to yarn showlnc gusatitatiw* analysts la neats sary for 
determining tho tin at tele, Vj tlloots ator that tho tales as shown 
in tho books iff all nhsolutaly eorraet and thoy hast not hidden any 
aelee in any way. Ybur demand, so X he we told yen In our letter dated 
Uth May. Is wlndlatlw* and calculated to harass uy client#. 

Yours falthM13y, 


Ccpy forwarded toi* 

Tts* Hnenelal Secretary, 

'• nf W**t bong*!, 

g-nUd}7»|*. Calcutta* 

*u»la*l*f*r of Coawarclel axes. 
f Awst W y»* 

fotlOdr ? u*o. Calcutta* 


Sand remits more heat than Sun 
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The Mill management recoiled as though 
Mr Roy had laid his foot on the serpent’s tail. 
The following was the Mill’s reply. 

Ref. : No. KCM/ACT/8—Sales Tax/48 
11-5-48. 

The Assistant Commissioner of Commercial 
Taxes, Calcutta (South), 

28B, Pollock Street, Calcutta. 

Sir 

’ With reference to your Memorandum 
No. 1032 dated 8-4-48 we have to draw your 
attention to the fact that assessment has 
been made for 1944-45 an d the final order 
was awaited and therefore, the letter 
30-3-48 was written to you. Regarding the 
the year ending March, 1946 and March, 
1947, we have requested you to expedite the 
matter and complete the assessment. All 
the relevant books are ready for your ins¬ 
pection, but we are surprised to find that in¬ 
stead of examining the relevant Books you have 
called for the manufacturing expenses with 
particular reference to yarn showing quantitative 
analysis. This is a thing which we never 
maintained and are unable to produce. Besides 
to determine the Sales Tax under the Sales 
Tax Act this is not at all necessary nor 
relevant. We fear that your requisition 
in this behalf is with a view to unnecessary 
harassment and for delay in the assessment. 
The P. & L. A/c and the Balance Sheet for 
all the three years have been duly furnished. 

Yours faithfully, 

Per Pro. Kesoram Cotton Mills Ltd., 
M. BAGRODIA. 
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This letter is exceedingly important because it 
carries their admission that the Kesoram Cotton 
Mills do not maintain any manufacturing account. 
One must wonder on what basis they fixed their 
prices in the absence of any manufacturing 
account without which the cost of production 
cannot be worked out. It must also be remem¬ 
bered that cloth was under strict control all this 
time and the mills were under statutory obliga¬ 
tion to submit manufacturing account to the 
Textile Commissioner. Prices of cloth were 
stamped on this basis. Mr Vellodi, the then 
Textile Commissioner is certainly an able man, 
else the Government of India would not have 
given him a big lift to become the Premier of 
Hyderabad. We wonder how Kesoram suc¬ 
ceeded in throwing dust into his eyes and getting 
their productions stamped, usually at a higher 
figure than others, without a manufacturing 
account. Mr Bagri, Secretary of the Kesoram 
Cotton Mills, was a prominent member 
of the Textile Board. It was sheer foolishness 
and ingratitude for the Managing Agents to 
censure, for a paltry sum of Rs 12 lakhs, a man 
who rendered sterling service to the Managing 
Agents by outwitting Vellodi and getting the 
Mills’ products stamped at the highest figure 
without a manufacturing account. 

Mr N. C. Roy replied : 
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No. 1491 dated 17-5-48. 
To 

Messers Kesoram Cotton Mills Ltd., 

8, Royal Exchange Place, 

Calcutta. 

Ref: Your Memo No. KCM/ACT/8- 

Sales Tax/48 dated 11-5-48. 

(1) Please note that assessment of the 
year ending 31-3-45 was not complete but 
preliminary examination under Rule 50 
of Sales Tax Rules was carried out by the 
Commercial Tax Officer and the under¬ 
signed being the assessing authority is within 
his right to call for the books of account, 
so long as these are required in the interest 
of the State Revenue. 

(2) Regarding examination of the 
books of accounts for the years ending 
31-3-46 and 31-3-47 these cannot be taken 
up so long as assessment for the year 1944-45 
is completed. 

(3) Regarding production of manu¬ 
facturing account I will like to draw your 
notice to Section 13 and 14 of the Bengal 
Finance (Sales Tax) Act.' 

(4) Undersigned further takes 
strong exception of the word “harassment” 
and unless this is withdrawn, undersigned 
likes to take necessary action under law 
against the Directors of your Mill. 

0 You are hereby directed to submit 
complete manufacturing account for the 
years ended 31-3-45, 31 <3-46 and 31-3-47 
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on 19-7-48 at 11 a.m. at this office parti¬ 
cularly showing :— 

A—Cotton Account 


Opening Qnty. Value Transferee! Qnty. Value 
Stock. ' to yam 

Purchase „ „ Production 

Department 

Closing 

Stock „ „ 

B—Yarn Account 


Opening Qnty. Value Sales of Qnty. Value 
Stock Yam (If 

Purchases „ „ any) 

(If any) Transfer to 

cloth Mfg. Dept. „ „ 

C—Cloth Mfg. Dept. 

Opening Quantity Value Sales Quantity Value 
Stock „ „ Closing 
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Further you should submit a statement 
of analysed sales figures as shown in return 
and sales showing the different categories 
of goods sold as indicated in A. B. G. D. 
and complete details of goods claimed 
exemption u/s 5 (2) of Sales Tax Act With 
details of parties to whom the goods have 
been sold. Sales effected through the 
branches should be separately shown 
(Harrison Road, Bhowanipore, Metiaburuz.) 

N. C. ROY, 

Asst. Commissioner of Commercial 
Taxes , Calcutta (South). 


Meanwhile two letters had emanated from 
Mr Amulya Sen, Law Adviser of Kesoranu 
Heated sand usually acquires and emits higher 
temperature than the ray of the sun itself. 
Kesoram had declined to submit the manu¬ 
facturing account ; the Lawyer thundered that 
the officer demanding that unfortunate account 
would be sent to jail. Mr Roy, on several 
occasions drew the Lawyer’s attention to the 
important fact that he had produced no legal 
authority to speak on behalf of those whom 
he claimed to represent. Mr Sen, Lawyer of a 
firm under the Birlas, app^jently was in no 
/mood to complete formalities as required under 
the Law. On insistence by the Assistant 
Commissioner, the Mill management submitted 
the Vakalatnama but did not furnish the accounts 
They wrote r— 

2 
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Sir, 

Re : Memo No. 1640 dated 26-5-48 
and reply to letter from Mr. A. G. Sen 
‘ dated 25-4-48. 

We hereby file a Vakalatnama from 
Sri A. G. Sen to show that he is a lawfully 
constituted representative and that what¬ 
ever he has done so far on our behalf is fully 
ratified by us. 

Regards the facts we draw your atten¬ 
tion to the letter written by Mr. A. G. Sen 
on the nth May, 1948 which, we are sorry 
to find, has caused annoyance to you and 
made you to give vent to feeling which 
are the least expected from an Officer 
of your rank and position. They appear 
to be the outcome of bias and preconceived 
notions about the case. We are sorry to 
find that you have exceeded the limits and 
gone on even to threaten the Directors with 
prosecution. The books that you are now 
examining have been examined at least 
4 times by you and your predecessors during 
the last 3 or 4 years. We have ungrudg¬ 
ingly placed them for inspection by your 
department as often as you have wanted 
them, but we do take exception to the fact 
that you have expressed yourself in terms 
which are positively libellous and defamatory 
in nature. You nave not so far thought it 
fit to withdraw your remarks to which your 
notice was drawn by Mr. A. C. Sen on 
15-5-48. In these circumstances w# would 
request you not to proceed with this case any 
further, and in all fairness, this is a matter 
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which should be referred to the authorities. 
If you will not do so, we will be left with no 
other alternative than to approach to author¬ 
ities and seek j ustice from them. Meanwhile 
we would request you to stay your hands. 

Yours faithfully, 

Per Pro. Kesoram Cotton Mills Ltd., 
Enclo : Vakalatnama Sd> ILLEGIBLE - 

Unfortunately for the Managing Agents, 
Mr N. C. Roy remained undaunted and 
continued to insist on the submission of manu¬ 
facturing account as demanded by him in his 
letter dated May, 15. Now Sri Krishna made 
his appearance to shelter his devotee who had 
asked for his benign protection. Transferring 
the Birla File from the Assistant Commissioner 
to himself Sri Krishna Ballav Pal Chaudhuri, 
Commissioner of Commercial Taxes, passed the 
following order : 

As Verbally instructed, until further 
orders, no further action should be taken on 
any files, in which Messrs. Birla Brothers are 
concerned, at present being dealt with by 
you either for the purpose of an assessment 
or for any other purpose requiring the 
presence of the assessee or submission of 
any explanation by him. 

K. PALCHAUDHURI 
26-6-48. 

Mr N. C. Roy sent him the file together 
with t||e following Report : 

M/S Kesoram Cotton Mills Ltd., was 
registered on 26-9-41. H.O. 8, Royal 
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Exchange Place, Calcutta. Assessment up- 
to 31-3-44 was completed by my predecessor. 
Preliminary examination of a/cs under rule 
50 was completed by C.T.O. Lyons Range 
Charge and the officer was deputed by my 
predecessor. Before final order could be 
passed, very reliable and confidential in¬ 
formation reached me to the effect that 
persons responsible for the management of 
the Mill have made huge secret profits, by 
the undermentioned methods :— 

1. By suppressing productions and 
consequently sales of different commodities 
and s diverting a portion of the productions 
to black market mainly (a) through different 
shops started' by the mill, (b) through 
different agents connected with manage¬ 
ment, (c) through different companies sub¬ 
sidiary to the shop and (d) through different 
companies run by M/S. Birla Bros. Ltd. 

2. By manipulation of Taxable and 
exempted articles as the mill runs three 
departments e.g., Yarn, Cloth, Hosiery 
goods. 

3. By fictitious purchases effected 
through individual firms or companies run 
by M/S. Birla Bros. Ltd. 

4. By raising fictitious expenses. 

As this department is concerned only 
with first two methods undersigned by this 
office Memo No. 1032, 1366, 1411 dated 
8-4-48, 7-6-48 and 17-5-48, requested the 
dealer to submit manufacturing a/c showing 
separately quantitative purchases of Cotton 
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and Yam and quantitative production of 
cloth, cloth cuttings, Fents and Hosiery 
goods. Request was made for submitting 
separate statements showing sales effected 
through cloth shops run by the mills and 
also analysis under Sec. 5(2) (a) of Sales 
Tax Act. In reply to the above said memos 
the dealer in Memo Nos. KMK/ACT 
8-S. Tax 48 dt. 11-5-48 and in Medio 
dated 11-6-48 and one unauthorised pleader 
Sri A. G. Sen by two separate letters vilified 
me in most objectionable, false and malicious 
terms and threatened me to the effect that 
unless I give up the idea of investigating the 
Mills’ a/cs the Directors of the Mills will put 
me in trouble. In this office Memo No. 
1910 dated 17-6-48 the charges made by the 
dealer were denied and they were reminded 
of the requisition made by this dept, from 
time to time. It may be noted that the Mill 
is running several shops and two of them 
were separately registered under R. C. 
No. BH/76B ; but curiously the dealer is 
reluctant to produce books of a/cs of the 
shops. Further when inspecting books of 
accounts of M/s. Bharat Kala Bhandar 
Ltd., for qrs. ending 31-3-48, I detected an 
item of return of Hosiery goods valued at 
Rs. 54,046-14-0 ; but no return invoice 
was produced, this being insisted the 
accountant left assuring me to produce 
the same next day, but never returned. 
Further during rationing period, I observed 
that Bengal Stores Ltd. received supply of 
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fents etc. from the mill and those should be 
traced. Returns submitted by the Mill 
do not agree with published a/cs. 

Re : Manufacturing account. 

The report of the auditor apparently 
shows that original records at Mills were 
not checked, but report has been drawn 
from statement received from the Mills 
at Head Office. Purchases side only shows 
manufacturing expenses ; but purchases of 
cotton, yam etc. not separately shown, 
whereas in various other mill a/cs these are 
shown. U/S 14 (1) of the Sales Tax Act 
it is obligatory upon a dealer to produce 
purchases a/c. 

In Balance Sheet closing stock of 
cotton, yarn, cone yarn, cloth, hosiery goods 
have been separately shown. Income Tax 
dept, recently has directed all the mills 
to submit manufacturing a/cs showing 
purchases and productions in pound 
and I think the authorities have carefully 
considered the problem before issuing the 
Circular to the Cotton Mills. In my 
opinion if this dept, want to make 
serious attempt to detect leakage of big 
revenue, in this case the (1) production of 
manufacturing a/c should be insisted and 
this is not at all difficult to comply. 
(2) A/cs of M/s. Kesoram Cotton Mills 
Cloth shops, of subsidiary companies e.g. t 
Bharat Kala Bhandar Ltd. (Calcutta and* 
Delhi), Bengal Stores Ltd., of M/s. Sfcew- 
ram BUasrai (CS 11/33 ®)» of Ramesward&s 
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Churiwala (CSI/842A) and of other 
dealers connected with management should 
be checked. (3) I understand that though 
assessment for 1943-44 has been completed 
, by Income Tax Authorities, the matter 
is being investigated with the idea of re¬ 
opening and the authorities of the mill 
are very anxious to have assessment by 
this dept, completed, so that records, 
particularly of the shops may be destroyed. 
It may further be noted that if once assess¬ 
ment is completed, it will be impossible to 
get any information or record from the 
dealer. I am confident that careful in¬ 
vestigation will bring huge revenue for 
the Govt. Sales according to returns 
submitted do not agree with sales as 
per published a/cs. It may further be 
observed that the Mill authorities indulge 
in huge unauthorised purchases, by quoting 
R. C. Number and though requested refused 
to pay tax on them. Submitted to the 
Commissioner of Commercial Taxes with 
reference to his confidential note dated 
26-6-48. 

N. C. ROY, 

A.C.C.T. Cal. (South). 

This was a bombshell for the Commissioner. 
The Finance Department wanted to accommo¬ 
date |he Birlas, but his Assistant Commissioner 
had pursued the case with such meticulous care 
that no loophole for any escape had been left. 
The report was so thorough that anything done 



in contravention of it might bring in a charge of 
sabotaging government revenue, in case any 
honest Ministry, not having any obligation to 
the Birlas, might come into power. The 
Commissioner was in a fix. He rang up Mr 
M. P. Birla and requested him to settle up the 
matter. The conversation produced some result. 
On July i2 Kesoram wrote that it was no 
longer possible for them to submit Stock Ledger, 
except for the current year because the previous 
years’ books had been destroyed according to 
their practice to destroy them soon after Income 
Tax Assessments were completed. But we find 
that Mr Roy had demanded Books for three 
financial years ending 1947 i.e., for the years 
ending March 31, 1945, 1946 and 1947. It 
has been proved, by quoting letters of Income 
Tax Department, that even in 1947 assessment for 
the year ending March, 1944, had not been 
completed. Books for the following years had 
not even been touched. Therefore, destruction 
of Account Books for these years was a deliberate 
lie. Their extreme eagerness to complete assess¬ 
ment under favourable conditions existing in 
the Income Tax Department is, however, under¬ 
standable. The following is the letter :— 

The 12th July, 1948. 

The Commissioner of Commercial Taxes, 

West Bengal, 

28B, Pollock Street, Calcutta. 

Dear Sir, 

With reference to our call on you on 

Saturday last and your subsequent discussion 
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with Mr.. M. P. Birla over the phone, we 
beg to confirm'that Stock Ledgers of the 
previous years are no more available. Stock 
Ledgers of cotton, cloth and stores are 
available only for the current year. It is 
our practice that after completion of the 
Income Tax assessment only the main 
ledgers and Account Books are retained 
and all subsidiary ledgers maintained 
at the mills are destroyed. 

It is not possible for us to give you a 
statement, whether for the past years or 
for the current year, accounting for every 
pound of cotton consumed and cloth and 
yam produced therefrom. For the purpose 
of Sales Tax assessment all that is required 
is the total amount of sales made by us during 
the year. For this purpose we have already 
produced before you our main Bill Registers 
and for verification we are also prepared 
to produce our Account Books to satisfy 
you about the correctness of our Bill 
Registers. Kindly note that Account Books 
and main Bill Registers are always regarded 
as principal Account Books and inspection 
of these should completely satisfy you about 
correctness of our Sales Tax Return submit¬ 
ted to you. 

We hope we have made ourselves 
quite clear, and if there are any other doubt, 
we shall be only too pleased to satisfy you. 

Yours faithfully, 

Per Pro. Kesoram Cotton Mills Ltd. 

Sd/- ILLEGIBLE. 
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An incident happened before the Sales Tax 
Commissioner could take a final decision. It 
was on August 6, 1948. In the afternoon of 
that day, the City was electrified with the news 
that the Bengal Provincial Congress Committee 
had been reconstituted, that the reconciliation 
of the two warring Khadi Groups led by Dr 
Prafulla Ghosh and Sri Prafulla Sen had been 
effected and a fall of the Roy Ministry was 
imminent. The Commissioner' was nervous. 
Immediately on receipt of this disquieting news, 
he returned the Birla Files to Mr Roy and 
wrote :— 

My dear Roy, 

Please refer to my confidential order 
dated 26-6-48, asking to stay hands on the 
files in which Messrs. Birla Brothers are 
concerned. The stay order is hereby 
cancelled and you are requested to proceed 
with the cases and take such further action 
according to the provisions of the Law as 
you in your discretion deem proper. 

I would, however, point out that 
where there is an occasion to take action 
under Sec. 22 against an assessee who is 
a limited company such action should be 
taken against the “dealer” registered under 
the Act and the show cause notice issued 
in the name of the dealer and NOT the 
directors who may not be personally liable 
for any offence punishable under Sec. %2. 

Yours sincerely, 

K. PALCHAUDHURI, 

, 6-8-48. 
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The mere likelihood of a fall of Dr B. C. 
Roy and Mr.N. R. Sarkar from power was 
enough for the transformation of a bloodshot 
order into an amiable letter ending with “Yours 
sincerely”. 

Mr N. C. Roy again began to demand the 
Manufacturing Account, Kesoram management 
went on evading. Meanwhile, political sky of 
Bengal cleared up. The ministerial crisis was 
over. Roy Ministry survived that shock and 
its stability was assured. The Commissioner 
realized the blunder he had made by passing on 
the file to Mr Roy. He was now eager to 
close the assessment soon on the basis of accounts 
produced. On Sept. 3, 1949 he asked Mr Roy 
to explain the delay in completing the assessment. 
He wanted the Assistant Commissioner not to 
pursue his demand for the submission of the 
Manufacturing Account, he required Mr Roy 
to confine himself to Books produced. This is 
his letter : 

September 3, 1949. 

% 

Dear Sri Roy, 

You will remember that it was in 
May that I last discussed with you about 
the assessments of Kesoram Cotton Mills 
Limited for the years ended 31-3-45,31-3-46, 
31-3-47 and 31-3-48 which are pending 
for a long time. I had emphasised during 
the discussions that a serious attempt should 
be made to complete the assessment as 
early as possible 

The position as it then stood was that 
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the assessee had failed to produce the 
manufacturing accounts and production 
statements in connection therewith because 
he declared that relevant manufacturing 
accounting records were destroyed but state¬ 
ment of sales to regd. dealers, etc., with 
detailed particulars compiled in a large 
number of sheets, were submitted at your 
direction. But as the pages were not 
totalled up, a clerk was deputed to assist 
you in totalling the pages for whatever 
use you might make of the statement. I 
had, however, pointed out that as the 
account books uptil then had not been 
subjected to any serious examination for 
verification of the return figures which, the 
dealer maintained, could be done from the 
books of accounts, it would not be desirable 
to ask for elaborate statements at random 
in respect of any particulars until the account 
books maintained by the assessee were 
examined and it was clearly ascertained what 
figures in the returns admitted of verification 
from the account books, what figures did 
not admit of such verification and in what 
particular respects, if any, the account books 
did not correctly record the transactions 
effected by the mill. I had, therefore, 
asked you to start a systematic examination 
of the account books as soon as the statements 
are totalled up by the clerk deputed foft the 
purpose, conduct whatever further enquiry 
was deemed necessary in the light of the 
results of such examination and make every 
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endeavour to complete the assessments by 
the end of June, 1949. 

Will-you please let me know if the 
assessments have since been completed ? If 
not, you are requested to send a report on 

(1) The progress you have since made 
in the assessments : 

(2) The specific books of accounts, 
class of documents examined and 
the results of the inspection, in¬ 
dicating briefly amongst others, 
the particulars in respect of which 
the account books were found 
wanting ; 

(3) The particulars in respect of which 
you nave deemed it necessary to 
conduct further enquiry—either 
from the dealer himself or from 
other sources—and the action al¬ 
ready taken *in this direction. 

The report should be self contained 
and submitted not later than 6-9-49 together 
with the records. 


SRI n. c. ROY, 

Asst. Commissioner op 
Commercial Taxes, 
Calcutta (South). 


Yours sincerely, 

K. PALCHAUDHURI. 


Mr Roy submitted his explanation. He 
exposed the multifarious tactics adopted by the 
Birlas to deprive the Shareholders of their 
legitimate dividend and the State of its tax 
revenue. This letter puts on record the patron¬ 
age of Mr N. R. Sarkar, Finance Minister and 
Mr B. B. Das Gupta, Finance Secretary and 
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their earnestness to aid and abet the Birlas in 
their effort to evade public revenue. It was 
also revealed that the assessment of Rs 26,13,670 
on Orient Paper Mills, another firm under Birla, 
made by Mr N. C. Roy had drawn the wrath 
of the Commissioner upon him. He was much 
disturbed over this assessment. 

\ During this period Mr N. R. Sarkar was a 
Director of the Orient Paper Mills. After he 
became the Finance Minister of West Bengal, 
Mr N. R. Sarkar retired but placed his brother 
Mr P. R. Sarkar on the Board. 

The full text of the explanation submitted 
by Mr N. C. Roy in reply to the Commissioner’s 
Order dated September 3 is given below :— 

D.O. 4698 dated 6-9-49. 

Dear Sir, 

Ref: D.O. No. Con 7 C.T. dated 
3-9-49 in respect of assessments of 
M/s. Kesoram Cotton Mills Ltd. for 
the years ended 31-3-45, 31-3-46, 
31-3-47 and 31-3-48. 

With reference to your above-mentioned 
demi-official letter, I think it is desirable to 
discuss from the inception which led me to the 
investigation into the affairs of the Company 
which in my opinion is absolutely essential and 
more so as you have asked for a self-contained 
report. 

Sometimes in early 1948, certain reliable 
documents came to my possession showing that 
authorities of the Mill during a particular year 
made a secret profit to the extent of 84 lakhs 
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in addition to Rs. 12 lakhs usurped by Mr. M. 
Bagree, Secretary of the mill. Further at that 
time it was published in certain newspaper that 
the mill authorities were detected by Enforcement 
Department while removing secretly huge stock 
to one fictitious John Harker & Co. 

Further, it transpired that Group of concerns 
under the management of Birlas have evaded 
taxes and duped share-holders by following 
methods :— 

(1) By fictitious purchases sometimes 
from non-existent persons. 

(2) By suppression of production and 
diverting the unaccounted produc¬ 
tions through non-existent persons. 

(3) By sales at a very low value to 
fictitious registered dealers set up 
by them. 

(4) By setting up subsidiary concerns 
with the money advanced from 
big companies and manipulating 
purchases and sales through them 
and subsequently liquidating the 
concerns. 

(5) By heavy purchases of building 
materials and hardware goods for 
the purpose of extension of factory 
and building and selling these 
secretly but at the same time 
showing these under factory exten¬ 
sion account. 

(6) Wiping away profit by Fatka 
transaction with concerns set up 
by them. 
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As in my opinion the greater port on 
of huge profit mentioned in second para of 
this letter is possible by 2nd method 
referred above, the dealer in this office Memo 
No. 1032 dated 8-4-48, was requested to 
submit by 30-4-48 quantitative manufactur¬ 
ing account, to which the dealer in letter 
dated 11-5-48, threatened me and also stated 
that they never maintained and are unable 
to produce such informations. This threat 
was repeated by their pleader Sri A. C. Sen 
in his letter dated 15-5-48 and 25-5-48 and 
in the last letter, the assessing authority 
was threatened with 6 months’ imprison¬ 
ment. Further the dealer in letter dated 
11-6-48 informed if I would not withdraw 
the requisitions they would approach higher 
authorities to place a ban on me from taking 
any action against them. 

All on a sudden on 23-6-48, you calldd 
me and with a threatening attitude abruptly 
directed me to stop all proceedings connected 
with the files in which Messrs. Birla Brothers 
are concerned. I brought to your notice 
that as heavy additional tax is involved, a 
written order to this effect is necessary in 
the interest of Govt, revenue and also 
from administrative point of view. This 
irritated you to a very great extent and you 
repeatedly asked me as to whether I meant 
what I said and I having confirmed it you 
asked me to leave the room. On 26-6-48 
an order to this effect under your signature 
was received—“As verbally instructed, until 
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further notice, no further action should be 
taken on any files, in which Messrs. Birla 
Brothers are concerned, at present being 
dealt with by you either for the purpose of 
an assessment or for any other purpose 
requiring the presence of the assessee or 
submission of any explanation by him.” 

' The file of Messrs. Kesoram Cotton 
Mills Ltd. was taken away by you. 
Subsequently, you called me one day and 
showed me a letter addressed by Sri. B. K. 
Birla, Director-in-Charge of the mill address¬ 
ed to Hon’ble Sri Nalini Ranjan Sarkar, 
Finance Minister, complaining against me 
which was sent to you for investigation in 
file marked “Charge of harassment by 
Messrs. Birla Brothers, against Sri N. C. 
Roy, Asst. Commissioner of Commercial 
Taxes.” The document showing evasion of 
of Rs. 96 lakhs together with details of some 
cases showing dangerous manipulation and 
evasion of taxes by Birla Group which may 
amount to the extent of several lakhs if not 
crores were submitted to you. 

But a few days later yoir again called 
me and told me that Sri B. B. Das Gupta, 
Finance Secretary has informed you that 
Hon’ble Finance Minister has directed him 
to convey to you that the Kesoram Cotton 
Mills’ case should not be finished until 
Hon’ble Minister returns from Delhi. Sub¬ 
sequently a copy of dealer’s letter dated 
12-7-48 was forwarded by you in your 
Memo, dated 19-8-48 in which the dealer 
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Informed that production accounts up 
to current year have been destroyed 
by them. 

After the lifting of the ban the assess¬ 
ments of M/s. Orient Paper Mills Ltd. 
(under Birla Group) for 3 years ended 
31-3-48 were completed and additional tax 
totalling Rs. 26,13,670/- was assessed. 
Having received petition for staying realisa¬ 
tion you called me angrily and wanted to 
know why I have assessed the party 
heavily and also directed me to get your 
approval before issuing demand notice if 
any on Messrs. Kesoram Cotton Mills 
Ltd. after completion of assessment notes. 

As the dealer failed to produce 
production accounts and as the dealer 
grouped all deductions u/s 5(2) (a) in the 
return submitted, the statements of sales 
showing quantity, description, value and 

P articulars of party were wanted by 15*9-48 
ut this was partly complied on 15-3-49. 
This was required as it was necessary to 
prepare statements of sales dealer by dealer 
for verification and also quantity and value of 
textiles, hosiery goods and yarn sold during 
each period to arrive at per unit value 
and to compare these with average selling 
price prevalent at the time and also to avoid 
retention of books of accounts and as it was 
apprehended that available books may 
further be destroyed. 

It was observed that the statement 
submitted requires allocation according to 
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different clauses of section 5(2) (a) of Sales 
Tax Act and also according to dealer by 
dealer and- requires totalling so as to enable 
me to compare with returns. As the services 
of the clerks of my office were not available 
you were requested on 20-4-49 to allot one 
extra clerk for the purpose, and the clerk 
who was deputed was a new hand and after 
few days trial was found that the work 
could not be performed by him and this 
will absorb him several months. 

After a few days he was called back 
by your office. A comptometer has been 
sent to me last week but without a clerk 
who can handle the machine. 

On scrutiny of statements it was 
observed that sales of Canadian parachute, 
purchase value of which from Disposal was 
Rs. 9,50,001/4/-' were not recorded. This 
being pointed out to Sri Makhan Lai 
Bagrodia, Assistant Secretary of the Mill 
on 15-3-49 he submitted at a later date a 
few pages of supplementary statements along 
with a production of stores register where 
entries of the purchase was recorded and in 
the same register these have been shown as 
sold to three registered dealers on the very 
date of purchase at cost price. One Messrs. 
American Textile Corporation holding R. C. 
No. GSII/1802A who purchased parachute 
valued at Rs. 3,16,667/1/4 was found “left” 
sii*ce registration and other one was M/s. 
Jute Investment Co., Ltd. a concern under 
same management was non-existent on the- 
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date of sale. The first named concern was 
also non-existent on the date of sale. The 
third one Messrs. Ramdeo Mahadeo Prasad 
(EL 854A) who purchased a portion of the 
item for Rs. 3,16,667/4/- failed to show 
purchase to the Inspector deputed by 
Commercial Tax Officer, Esplanade Charge 
until last week. Previous to this Some 
purchases and sales of the mill for the year 
1 943-44, were circulated for verification, 
but some of them e.g., Messrs. Kishanganj 
Hardware Stores Ltd. (L/R/1074A) of 
8, Royal Exchange Place, Messrs. C. 
Sukhany (CL/1087A) of 8, Clive Street 
(real address detected by Inspector 161/1, 
Harrison Road) and Messrs. Radhakissen 
Ridhkaran of 184, Cross Street were not 
traced. In the meanwhile it was detected 
that Messrs. Kesoram Cotton Mills Ltd., 
carried on various suspicious transactions 
with subsidiary companies e.g., Wood Craft 
Products Ltd., Hindusthan Gas Co., Ltd., 
and Hind Potteries and also with allied 
Companies e.g., Jute and Gunny Brokers 
Ltd., and Cotton Agents Ltd., etc. in 
voluminous hessian products. 

The dealer was further requested by 
this office letter dated 5-5-49 to inform the 
total transaction during each year in (1) 
Cloth, (2) Hosiery products, ^ (3) Jute 
Products, (4) Cotton, (5) Miscellaneous 
and disposal goods, (6) Yam. • 

At this stage I had discussion with 
you in respect of tne Company and necessity 
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of calling for the informations. The dealer 
having refused to supply these in letter 
dated 30-5-49 this was not insisted and the 
dealer by this office letter dated 3-6-49 was 
requested to inform as to whether they are 
ready to prove the returns. In letter dated 
io-6-^9 the dealer informed that returns 
submitted are not in order and revised 
returns will be filed and myself will be 
intimated as soon as they are prepared. By 
this office letter dated 22-6-49 the dealer was 
requested to inform as soon as they are 
prepared. On 30-6-49 revised returns 
were filed. In the meanwhile you directed 
me to finish some 200 appeals filed, as you 
said there was hue and cry from all the 
appellants and as also myself considered 
that interest of 200 appellants outweigh 
the interest of a single assessee, all the 
pending appeals were fixed within 24-9-49 
leaving no gap for this prolonged assessment 
work which has been fixed from 7-11-49 
and onwards. In this connection I would 
like to emphasise that this is a very com¬ 
plicated and suspicious case where several 
lakhs of rupees additional tax may be 
recovered if prolonged careful scrutiny is 
made. As I nav| to, dispose more than 400 
assessment cases m a year and have to fix 
some 4 to 6 appeal cases per day, I would 
inquest you in the interest of State Revenue 
to allot one wholetime Commerical Tax 
Officer, 2 Clerks, one Comptometer operator 
and one Inspector for at least si* months to 
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work under my direction in connection 
with this case. I can assure you that the 
expenses involved thereby will be amply 
compensated by additional revenue which 
is expected. Complicated cases requiring 
such lengthy investigation may take a very 
long time for completion and such cases 
are not perhaps wanting in other Charges 
specially in Central Section. Hence I am 
at a loss to understand as to why this public 
limited company whose records under the 
Companies Act and under Income Tax Act 
are bound to be kept for more than 12 
years, are very much anxious to finish the 
case hastily. 

In respect of the last paragraph of your 
letter I would like to state that under the 
circumstances, stated above, assessments 
could not be completed. 

(1) Very little progress could be made 
for which the dealer is himself responsible 
as the books according to requirements of 
returns could not be made ready. 

(2) Sales and Stores register were 
examined and the defects were pointed out 
to the dealer as all sales requiring allocations 
under various clauses of section 5(2) (a) 
and even purchases required for con¬ 
sumption in factory and packing materials 
were shown under one column. There was 
hardly any declaration in respect of sales 
to registered dealers since i-4-44 which the 
dealer is now procuring. In short, books 
required to verify sales tax retunis are hope- 
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lessly maintained. Further irregularities 
detected on scrutiny of the statements have 
been disclosed in pages 3 & 4 paragraph 
marked “A”. 

(3) I am keeping notes of all tran¬ 
sactions with this dealer and of other dealers 
wherever I find any such transaction. I 
would like to verify at least 25% of sales 
and 100 % of all the. sales after decontrol 
of cloth which could not be undertaken for 
want of staff as statement according to each 
dealer is required to be prepared. Further, 
I would iike to verify unauthorised purchases 
of building materials and actual use of these 
for factory extension only, as I have in¬ 
formation that bulk of such purchases have 
been sold away and not accounted for in 
the returns. (This type of manipulation 
is going to be revealed in case of one of the 
Jute Mills under the management). 

It may be noted that Messrs. Kesoram 
Cotton Mills Cloth Shop (RC. BH/76B) 
since amended to LR/178B on 3-6-49, are 
a subsidiary concern under the mill, is not 
producing books of accounts for the period 
commencing from 1-10-44 on th e ground 
that these have been lost and also takes the 
plea that sales of the shop have been included 
in the mill account. 

It will perhaps be appreciated that a 
v€ry serious attempt has been made by me 
to complete the assessment as early as 
possible, but the circumstances explained 
with, the dealer’s non-co-operating attitude 
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stood on the way. Even in spite of my 
above findings, if I am desired to complete, 
the said assessments without being fully 
satisfied in various respects as explained in 
detail I am afraid I am not doing justice 
to my position and the interest of the State 
is likely to suffer to a great extent. 

Yours faithfully, 

N. C. ROY, 

Asstt. Commissioner of Commercial 
Taxes , Calcutta (South) 
6-9-49. 

The Finance and Sales Tax Department 
were now furious. Under orders of Mr B. B. 
Das Gupta, Finance Secretary, Mr N. C. Roy 
was transferred and posted to hold charge of 
muffusil districts. The Birlas heaved a sigh of 
relief. Mr Roy left the following report for 
his successor as a parting kick :— 

MESSRS. KESORAM COTTON MILLS LTD. 
(LR/178A) 

Re : Assessment for years ended 31-3-45, 
31-3-46, 31-3-47 and 31-3-48. 

The matter has been fully dealt with 
in my D.O. No. 4698, dated 6-9-49 addressed 
to the Commissioner of Commercial Taxes, 
West Bengal. The supplementary sales 
statement for 1947-48 (10 pages) extracted 
from stores ledger show that huge sales of 
hessian, cotton and silken parachute to 
following parties have tjeeji effected : 
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Sales of Hessian 

Rs. 

8-4-47—LR/397A—(1) Jute & 

Guriny Brokers Ltd. 1,50,000/- 

6-5-47—LR/725A—(2) Kesordeo 

Kanoria Ltd. 1,19,250/- 

2 9 * 5 ’ 47 —LR/725A—(3) Kesordeo 

Kanoria Ltd. 60,000/- 

2 3 ’ 5 ' 47 —LR/329A—(4) Oudh 

Sugar Mills Ltd. 1,23,417/- 

2 9 ' 5 _ 47 —LR/77B—(5) M. D. 

Kothari & Go. 1,40,000/- 

3 J* 5 ' 47 —LR/77B—(6) M. D. 

Kothari & Co. 1,19,250/- 

(All of Birla Group) 7,11,917/- 

Sales of Cotton 

17-10-47 (1) Cotton Agents Ltd. 1,10,842/- 

19-12-47 (2) Mohini Cotton Mills 

Ltd. 1,13,142/- 

10-1-48 —KR/18 (claimed as sales 

to Regd. dealer though 
R. C. was cancelled after 
partition) 

13-2-48— (3) Indiap Jute Mills Assn. 2,73,408/- 
28-2-48— (4) Kesoram Cotton Mills 

Ltd. (Gwalior) 2,09*000/- 

ist & 4th belong to 
Birla group. 


Total 


7>°6>39 2 /- 
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Sales of Parachute 

30-8-47—CSII/1802A (1) American 

Textile Corporation 3,16,667/- 

30-8-47—LR/1403A—(2) Jute 

Investment Co. Ltd. 3,16,667/- 

30-8-47—EL/854A—(3) Ramdeo 

Mahadeo Prasad 3,16,667/- 

Total 9 » 49 > 99 i/- 

Besides these there are several sales to 
Director General, Industries & Supplies, 
Hindusthan Gas Co. Ltd., and other allied 
Companies which are taxable. 

I am doubtful as to whether these sales 
have been accounted for in sales account 
and I think that this nature of transactions 
have been passed through stores ledgers of 
all the years. Stores ledgers and purchases 
require thorough scrutiny. 

It will be apparent that parachute 
purchased at Rs. 9,49,991/- shown sold to 
fictitious person or persons at cost price is 
unbelievable and minimum selling price 
will be not less than Rs. 16 lakhs, thereby 
depriving State, Sales Tax only on this 
particular item to the extent of Rs. 75,000/-. 

Capital expenditure additions during 
the years appear to be Rs. 2,27,012/-, 
Rs. 13,66,843/-, Rs. 3,90,352/- and Rs. 
13,78,541/- respectively. I wanted to see 
as to whether the additions are genuine or 
not or bulk of materials purchased by 
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quoting registration certificate are sold out 
to fictitious persons or not and fictitious 
accounts raised or not. 

Further during control period I under¬ 
stand the dealer managed to have bulk of 
productions certified as damaged and sold 
these at ridiculously low price to fictitious 
persons and these have been sold at a very 
high price subsequently. The dealer during 
all the years have shown bulk of the goods 
sold at a very low price to suspicious parties. 
Further I understand that the dealer had 
no declaration and declaration should be 
insisted and to be verified by enquiry through 
Inspectors. The statement of sales should 
be carefully preserved under,-lock and key 
for at least 5 years. The investment of 
the mill may be followed to establish link 
with the subsidiary concerns. The case 
of Messrs. Kesoram Cotton Mills Shop 
(BH/76B) require investigation. 

In my opinion Rupees Forty lakhs 
taxes have been evaded during the years. 

N. C. ROY, 
A.C.C.T. (South), 
31-10-49. 

The matter rests here till the time of 
writing—August 1950. The Finance Minister 
of West Bengal, Mr N. R. Sarkar, revealed a 
deficit of Rs 1 crore 30 lakhs in his last Budget 
of which a crore would have been realized from 
the Birlas alone had Mr N. C. Roy been 
permitted to proceed with the assessments in 
accordance with law and conscience. 



SUBSIDIARIES TO KESORAM 
Woodcraft Products Ltd 

Woodcraft Products Ltd is a Company with 
a capital of Rs 50,000/-. Its further finance is 
supplied by Birla Bros Ltd and it is under the 
direct management of Kesoram Cotton Mill. 
On examination of their sales tax return it was 
found that half the amount of the sale price was 
credited to Sales Account, the remainder being 
claimed as sale on behalf of another person whose 
whereabouts could not be located. Company 
claimed a huge amount as sale to one Shree 
Trading Co., a Registered Dealer of Bhotwanipore 
Charge at 2, Paddapukur Road. A scrutiny of 
the declaration revealed that the printed address 
carefully typed over was 8, Royal Exchange 
Place. The telephone number in the declaration 
was found to be the same as that of Birla Brothers 
on verification. The man who appeared before 
the Tax Officer as accountant of Woodcraft 
Products, Radhasyam Tibriwala, had signed the 
declaration as Manager of .the Woodcraft 
Products. Shree Trading Company was found 
on enquiry to be a missing dealer so long in 
Bhowanipore Charge. Woodcraft Products 
admitted, that they purchased goods at auction 
biddings in their own name while in fact they 
were actually bidding on behalf of a large group 
of unregistered dealers. All transactions* were 
cash and the dealer never issued a cash memo. 

The Commercial Tax Officer rejected the 
books and made a best judgment assessment. 
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The party filed an appeal which was heard by 
the Assistant Commissioner of the Commercial 
Tax Department. 

In his appeal judgment, the Assistant 
Commissioner examined the Trading Account 
of the Company and he found that only the 
difference, that is, the profit on purchase and 
sales of disposal goods has been shown in .the 
account and the actual purchase and sale figures 
were not shown for checking purposes. In his 
judgment the Assistant Commissioner said :— 

“It may be observed that the dealer 
has been cautious enough to show only the 
difference of purchase and sales of disposal 
goods instead of showing purchases and 
sales separately as required under the Indian 

Companies Act...The Gross profits 

shown is ridiculously low on huge transactions 
of disposal goods. Further on investigation, 
it appears that this dealer on quoting 
Registration Certificate No. LR/960A has 
purchased from Staynor & Co. on 21-6-47 
under Cash Bill No. 1453 canvas valued at 
Rs. 6,025/- and on 26-7-47 under cash bill 
No. 1581A Stationery Goods valued at 
Rs. 30,000/- which have not been included 
in purchases.” 

In his judgment the Assistant 
Commissioner passed the following order :— 
“Considering all the facts, I am of 
opinion that the assessing authority has 
keen very lenient with the dealer as all the 
facts were not known to him and in the 
fitness of things the assessments should have 
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been enhanced. However, I confirm the 
Appeal Case No. 185 of 1948-49 in respect 
of this Dealer.” 

But the beauty of the whole thing is this that 
the tax has not been realized from this date until 
August 1950, and a revision petition is still lying 
pending with the Commissioner of Commercial 
Taxes. The facts disclosed in this inquiry 
require sending up this case to the Anti- 
Corruption Department for taking action but 
the friendly Commissioner for Commercial Taxes 
is still sleeping merrily with the Revision Appeal 
in his breast pocket. 

Hind Potteries 

Hind Potteries previously known as 
Andrew’s Potteries belonging to one Mr Andrew 
Mentaclopules of 12, Dalhousie Square was sold 
on 26-4-45 to Woodcraft Products Ltd. Sub¬ 
sequently on 5-3-46 this was resold to Hindusthan 
Gas Company Ltd., a subsidiary concern of 
Kesoram Cotton Mills which holds shares valued 
at Rs 2,99,000 in this Gas Co. The Hind 
Potteries was further resold on 1-4-48 to one 
Pulin Chandra Daw of 12, Shib Krishna Daw 
lane, Calcutta for Rs 1,55,000/-. The Balance 
Sheet of Hindusthan Gas Co. for the period from 
1-1-46 to 31-3-47 does not however show this 
purchase. The total amount of buildings pur¬ 
chased during this period is nil and total 
machinery purchased is only Rs 19,000/-. <$ It is 
to be concluded that either the Hind Potteries 
were transferred to Hindusthan Gas Co. Ltd., 
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without any consideration or that this purchase 
was included in the store and material purchase 
which increased the expense account, dimi¬ 
nished the profit and dividend to ordinary 
shareholders and helped to evade a huge amount 
of public revenue. It is really interesting to 
note that Hindusthan Gas Co. Ltd., acquired 
the Hind Potteries just for a song and without 
making any capital purchases for the same. 
The total building purchases during the period 
1-4-47 to 31-3-48 as shown in their Balance Sheet 
are as follows :— 

Building added during the year Rs 10,460 

Machinery added during the yearRs 19,698 

It is difficult to understand what was the 
thing that was sold to the said Pulin Chandra 
Daw for Rs 1,55,000. With these informations 
in their hand the Sales Tax Department pal¬ 
pably failed in their duty in not referring this 
matter to the Registrar of Joint Stock^ Com¬ 
panies. The Hind Potteries’ assets do not appear 
on the Balance Sheet of its principal. Are we 
to understand that its purchase price has been 
debited to some one of the expense accounts so 
as to inflate the cost of production of Cloth, or 
Gas, or Ice ? 

The Auditors of Hindusthan Gas Co. Ltd., 
are S. R. Batliboi & Co. 

Jute Investment Co* Ltd. 

Kesoram Cotton Mill has got another 
subsidiary, the Jute Investment Co. Ltd. It 
was the dumping ground for the other companies 
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of the same group just to show their sale to the 
credit of this company and get themselves 
relieved from taxation. It has been already 
shown in connection with Kesoram Cotton Mills 
that parachute valued at Rs 3 ,i6>567-i- 4 was 
sold to them. Woodcraft Products Ltd also 
was found to make huge sale to this company. 
When the accounts of Jute Investment Co. Ltd, 
was examined for assessment of taxes, they could 
not show any sale nor was there any stock in 
their possession. This Company is practically 
non-existent and if pressed for taxes will probably 
be sent to liquidation leaving a broken table 
and a rubber stamp behind. The taxation 
department is practically aiding and abetting 
the Companies of the Birla Group to take resort 
to this sort of fraudulent dealing. 



ORIENT PAPER MILL 


Orient Paper Mill is another concern of 
Birla Brothers Ltd. They are manufacturers 
and dealers of paper, specially kraft paper, which 
was on’ enormous demand throughout the war 
years and commanded a high black-market 
price. They have their factory at Brajrajnagar, 
Orissa and head office at 8, Royal Exchange 
Place, Calcutta, a Sales Depot at 104, Old China 
Bazar Street, Calcutta and a warehouse at 
4, Synagogue Street, Calcutta. This paper 
manufacturing concern also deals, like other 
firms under Birla Brothers in hessian on a 
speculative scale and confirms the idea that all 
Birla concerns have got a natural affinity for 
dealing in hessian in the Fatka (Futures) Market 
It has got a subsidiary concern namely Orient 
Card Board Manufacturing Company. 

Since the introduction of the Bengal Sales 
Tax in 1941 this company has not paid a single 
pice towards Sales Tax and has managed to 
evade assessment by all sorts of tactics including 
swearing of false affidavits. Their explanation 
to the Bengal Sales Tax authorities always had 
been that their Mills were situated in Orissa and 
all sales were effected in Orissa. Similarly, 
the explanation to the Orissa Tax authorities 
was that their Head Office was at 8, Royal 
Exchange Place, Calcutta and all sales were 
effected in Bengal. 

Mj N. C. Biswas, Commercial Tax Officer 
wrdte the following letter to the Assistant 
Commissioner, and revealed the real state of 

4 
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affairs in regard to the assessment which he 
discovered later :— 

To 

Mr. S. K. Bose, 

Commercial Tax Officer, 

Lyons Range. 

Re : Orient Paper Mills, a registered 
dealer under your charge. 

While I was in charge of Lyons Range 
Office I was given to understand by the 
Orient P^per Mill that all the products 
of the paper mill are sold through 
Ramkumar Kezriwal of 104, Old China- 
bazar Street, registration No. C.S. III/228A. 
They also submitted a sworn affidavit to 
that effect. But I could not verify their 
statement from their books as these were 
not produced in spite of repeated reminders. 
The reason for non-production of Books was 
kept at the mills at lb, far from Calcutta. 
Therefore under instruction from Mr Pal 
Chowdhury I had to make the assessment 
on the basis of the affidavit reserving the 
right to reopen the case at any moment. 

Now while examining the books of 
Ramkumar Kezriwal I find that sales to 
Central Stationery are made direct and 
not through them. As sales to Central 
Stationery are taxable and a large amount 
is involved I would request you to take 
necessary steps to realise the tax due. 

N. C. BISWAP, 
Commercial Tax Officer, 
Canning Street, Dist. Ill, 24-4-1944. 



5i 


Even then they did not pay Sales Tax and 
managed to convince the Tax Department that 
they had no direct Sales in Bengal. All the sales 
in Bengal were made by their sole agent, R. K. 
Kezriwal who received his supplies direct from 
the Mills at Orissa. During this period they 
made an application to the then Commissioner 
of Commercial Taxes, Mr M. M. Basu for the 
cancellation of their Registration Certificate on 
the ground that their Registered Office had been 
transferred to Orissa and that they did not deal 
in Bengal. The Commissioner, Commercial 
Taxes however, rejected the application because 
the Dealer could not furnish evidence in support 
of their claim. 

The Assistant Commissioner, Commercial 
Taxes made several attempts to verify their 
returns with their books of accounts for the 
purpose of assessing the Tax for the periods 
endmg 31-3-46, 31-3-47 and 31-3-48 but without 
any success. Finally he made a best judgment 
assessment of Rs 8,23,046-14, Rs 8,95,512-8, 
and Rs 8,95,512-8 respectively for the above 
three periods. In this assessment order the 
Assistant Commissioner Mr N. C. Roy made the 
following remarks :— 

(a) On 13-5-48 Sri S. K. Sarma, 
Pleader with S. N. Gupta, employee of the 
Co., appeared and stated that the Regis¬ 
tered Office of the company has been shifted 
to Orissa and they cannot be considered as a 
Dialer under the B. F. (S. T.) Act 1941. 
The representatives were informed that the 
Dealer holds Certificate in 2B form and 
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u/s 2C of the Sales Tax Act the Company 
should be considered as a Dealer if a single 
Bill was drawn up in Bengal and 
is now drawn up in West Bengal in the 
name of Orient Paper Mills Ltd. ; (i) the 
representatives were asked to prove to the 
contrary fact mentioned above, (ii) request 
for submission of Copy of certificate from 
Registrar, Joint Stock Companies, West 
Bengal showing that the Head Office has 
been shifted was communicated to the 
representative, (iii) affidavit sworn by a 
Director before a Magistrate declaring date 
of closing down selling centres in Bengal 
or in West Bengal was requested to be filed. 

(b) On 26-6-48 B. S. Sarma and 
S. K. Sarma, pleaders, appeared and stated 
that all sales of the mills in West Bengal 
was still effected through R. K. Kezriwal 
holding R. C. No. CSIII/28A. 

(c) The first point which requires 
decision as to whether the Orient Paper 
Mills Ltd. should be considered as a Dealer 
u/s 2C B. F. (S. T.) Act 1941 or not. Firstly, 
I observe that the Dealer is still having 

(i) Head office at 8, Royal Exchange Place, 

(ii) Branch at 104, China Bazar Street and 
the rent of this shop is still borne by Orient 
Paper Mills Ltd., (iii) warehouse at 4, 
Synagogue St. where goods are stored and 

from this place deliveries are effected. 

Thirdly, it should be seen as to whether R. K. 
.Kezriwal should be considered as Benamdar 
of the Mills or not. It is observed that 
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rent of the shops situated at 104, China 
Bazar Street, where R. K. Kezriwal carries 
on his paper business, is borne by the 
Mills and this leads one to believe that the 
aforesaid Mr. Kezriwal is nothing but a 
Benamdar of the Dealer. In case the 
aforesaid Kezriwal be considered as sole 
selling agent of the Mill, even up to 26-6-48 
and this was further confirmed by the 
authorised pleaders of the Mills, B. S. Sarma 
and S. K. Sarma, the matter seems to be 
very much suspicious as R. K. Kezriwal 
holding R. C. No. C.S. Ill 288A informed 
his assessing authority that he ceased to be 
selling agent of the Mills from 1-10-45 an ^ 

his R. C. was also cancelled. 

(d) The fact that there were other 
selling agents of the Mills can be proved 
from Memo No. 1360 dated 11-4-47 from 
Assistant Commissioner, Central, to 
Commercial Tax Officer, Lyons Range 
Charge. The contents are shown below : 
1999-2000 (Samvat Years)—Rs. 9,054-12-6. 
They (R. K. Kezriwal) admit that this is 
part commission passed on to them by 
Mukhram Mandelia in respect of sales 
effected by the assessees in their territory. 
These sales were made during the period 
from 1-4-43 to 30-9-43 (according to them). 
They are unable to give particulars of the 
sal^s as relative books of accounts are not 
with them. It is their practice to send the 
books to Orient Paper Mills, whose agents 
they are, after the completion of Sales Tax 
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cases. The books are retained by the 
Mills. They cannot produce these books 
now as they have been destroyed by the 
Mills. It proves that there are persons 
other than R. K. Kezriwal who sell products 
of the Mills as they are Benamdars as other¬ 
wise how can a mill destroy the accounts of 
the persons. 

(e) It is observed that on 17-5-43, the 
Mills got R. C. amended for dealing in 
hessian and gunny. In absence of accounts 
it leads this department to believe that heavy 
transactions on these items are also carried 
by the Mills and this firm also sells products 
of the Mills. Further from enquiring from 
the office of the special officer, Paper 
Control, it is observed that at the shop run 
by the Mills two successive paper Dealers 
under the style United India Paper Trading 
Co., and Bengal Luxmi Trading Co., have 
cropped up. It may be noted that one 
Mr. B. Singh who took out license on behalf 
of Kezriwal has also taken out license on 
behalf of these two persons. Hence deeper, 
the investigation is made, the matter 
becomes more and more complicated and 
mysterious. 

(f) Now the question comes before 
this Department as to whether Sales shown 
in the printed accounts should be taken 
for assessment purpose or not. Thet-answer 
is in the negative as from the aforesaid 
recordings one is led to believe that Sales 
invoices are made out in the name of persons 
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who arc none but Benamdars of the Mills. 
But the products which are subsequently 
sold at a much higher figure the enhanced 
value is not credited in the sales accounts, 
but original price with which Benamdars 
are debited are only passed through 
Statutory Books. The Dealer in spite 
of several opportunities has failed to respond 
to the notices issued by this department 
from time to time. This tendency to defy 
the law openly is dictated by human vanity. 
When a man has got wealth and influence 
he feels himself above the common man and 
above the law. 

The Company filed an appeal against the 
best judgment assessment. The Assistant Com¬ 
missioner in his Report dated 25-10-48 reiterated 
his previous assessment and made the following 
remarks :— 

(a) “The dealer still advertised all 
activities declaring 8, Royal Exchange 

Place, Calcutta as Head Office. The 

dealer was afforded numerous opportunities 
to prove that Sales were effected at a place 
outside Bengal but did not avail of these. 
The Dealer in appeal petition has not 
mentioned of the additional place of business 
referred in assessment note. 

(b) “The destruction of books of 
accounts and successive taking out of licenses 
on behalf of United India Paper Trading 
Cite., & Bengal Luxmi Trading Co., by 
R. K. Kezriwal and Sales transactions at 
a place owned by'the Mills, destruction of 
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books of accounts and copy of agreement 
with R. K. Kezriwal do prove that these 
persons are nothing but benamdars of 
Mills. 

(c) “R. K. Kezriwal ceases to be 
selling agent from i-10-45 according to his 
own declaration before the Assistant 
Commissioner, Calcutta Central. As the 
Dealer refused to produce books of accounts 
the evidences which have been procured 
must be accepted. Recently it has been 
revealed that huge sales of Paper produced 
by the Mills have been effected through 
Prosad Hosiery and Mantri & Co. Ltd., 
owned by Birlas. 

(d) “The dealer at no stage did prove 
that supplies were made from the Mill. 
In this connection recording of N. G. Biswas, 
the then Commercial Tax Officer, Lyons 
Range Charge, and his letter dated 24-4-47 
addressed to S. K. Bose may kindly be seen. 
From there it is evident that the dealer 
escaped from payment of heavy tax also 
during past years. 

(e) “The Dealer at all stages refused 
to produce books of accounts. 

(f) “Sale made through number of 
parties of whom the following parties are 
detected are believed to have been 
suppressed for reasons already recorded in 
my report: 

(1) Mantri & Co. Ltd., e 

(2) Prosad Hosiery Ltd., 

(3) R. K. Kezriwal, 
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(4) United India Paper Trading Co., 

(5) - Bengal Luxmi Trading Co., 

(6) R. K. Kezriwal (Hessian), 

(7) Mukhram Mandelia, 

(8) Orient Card Board Box Manu¬ 

facturing Co., 

(9) Hindusthan Cellulose and Paper 

Mills Ltd. 

(g) “In the circumstances gross turn¬ 
over is estimated to be Rs. 3 crores and 
deductions under Sec. 5(2)A allowed 1/3 
of gross turnover which in my opinion is 
reasonable. 

(h) “The Dealer avoided replying the 
following points mentioned in my note : 

(i) additional place of business—104, Old 
China Bazar Street, Calcutta, (ii) godown— 
4, Synagogue Street, Calcutta, (iii) Orient 
Card Board Box Manufacturing Co., (iv) 
Mantri & Co. Ltd., (v) False declaration of 
the pleader that R. K. Kezriwal is still sole 
selling agent when the person ceased to be a 
Dealer. 

(i) “Agreement with Messrs. Kezriwal 
which also shows that there are other Agents. 
The Agreement shows that R. K. Kezriwal 
was nothing but a paid officer of the Mill. 

(j) “Who is Mukhram Mandelia ? 

(k) “Destruction of books and non- 
compliance of this office order dated 6-5-47. 

* ( 1 ) “Dealing in hessian with Messrs. 

R. K. Kezriwal which will be evident from 
the Amended Registration Certificate.” 
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The allegations and findings are dangerous. 
It appears that the Mills which dealt in crores of 
rupees worth of paper evaded Sales Tax year 
after year by making false declaration that they 
have no sales in the province of Bengal or West 
Bengal and all the Sales made there were made 
by their Sole Agent R. K. Kezriwal who received 
his supplies direct from Orissa. It is Jiowever 
now found that this R. K. Kezriwal is nothing 
but a benamdar and a paid servant of the 
Company itself. Moreover, this R. K. Kezriwal 
himself made declaration that he had ceased to 
be the selling agent of the Mill from 1945 and 
his Registration Certificate as Dealer in this 
province has also been cancelled since 1945. 

It has also been found that there are other 
agents as well of questionable bonafides who dealt 
in papers produced by the Mills which fact gave 
a direct lie to the statement that R. K. Kezriwal 
was their sole agent. It is also very conspicuous 
that neither the mills nor their Agents have ever 
produced their books of accounts for inspection. 
All that the mill supplied was a printed account 
which was open to serious question and that 
also only for one year ending 31-3-1946. The 
Agents made statements that their account books 
were taken by their principals i.e., the Mill and 
destroyed. It has also been detected that the 
products of the mill have also been sold by other 
companies of the Birla group including Prosad 
Hosiery Ltd., which has go.t no ostensible reason 
to deal in paper. Any reasonable and llbnest 
man will look upon this transactio 1 with gre«*.t 
suspicion. 
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It has also been detected that Orient Paper 
Mills were dealing through R. K. Kezriwal in 
huge quantities of Hessian. It is not understood 
why and how a paper manufacturing company 
should and can deal in hessian. 

It should not escape anybody’s attention 
that the Commissioner of Sales Tax Mr K. B. 
Pal Chaudhury, who was then Assistant 
Commissioner, took great interest in this assess¬ 
ment and under his direction the reluctant 
Commercial Tax Officer had to give the 
Company a clear bill bearing on their false 
affidavit. 

Demand Notices were issued against the 
Party. The Dealer appeared before the 
Commissioner, Commercial Taxes asking for 
an order to stay realization. The Commissioner, 
Commercial Taxes, learning that Orient Paper 
Mills have been assessed at about Rs 27 lakhs 
of Sales Tax for three years only was totally 
shaken, lost his temper and sent for the Assistant 
Commissioner. He demanded to know why 
such a huge tax had been assessed on the 
Company and on his answer that it was evident 
from his assessment order asked him to leave 
his room and made a fofmal order to stay 
realization. (Please refer to Mr N. C. Roy’s 
letter dated 6-9-48, on page 30). 

The Company preferred an Appeal. The 
Commissioner, Commercial Taxes, heard the 
Appeal against assessment for the said 3 years 
and made a preliminary order on 18-1-49. 
Regarding their contention that their Head Office 
had been transferred outside Bengal and that 
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they could not be considered a Dealer in this 
Province the Commissioner, Commercial Taxes 
made the following remark :— 

“The Appellant’s first contention is 
a repetition of the issue raised by my learned 
predecessor which as stated above, was 
rejected by them for want of corroborative 
evidence. That issue was never proved 
before the assessing authority, nor has any 
evidence been adduced for my satisfaction. 
The Appellant having obtained his regis¬ 
tration under the Act on his own application 
held to be unapproved.” 

Regarding the best judgment assessment by 
the assessing authority the Commissioner, Com¬ 
mercial Taxes made the following remarks :— 
“Having regard to the liberal adjourn¬ 
ments granted from time to time, the legality 
or even the propriety of an ex parte best 
judgment assessment without reference 
to the books of accounts, which must be 
presumed to have been deliberately with¬ 
held by the Appellant with a view to causing 
obstructions to the assessing authority in 
making an assessment on the basis of the books 
of accounts, cannot be seriously challenged. 
It is clear from the assessment order that 
in the absence of cooperation from the 
dealer who only knows his affairs and is 
the only person to place them before the 
assessing authority for the purpose of an 
assessment, the assessing authority made 
expensive enquiries regarding the scale of 
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the business carried on by the Dealer and 
had necessarily based his estimates on the 
result of such enquiries. Having deliberate¬ 
ly withheld his co-operation in the matter of 
production of account books etc., it does not 
now lie with the Appellant to challenge 
the assessment on the ground that he can 
now prove from his records that the assessing 
authority went wrong on some points of his 
enquiry. The law does not certainly impose 
any obligation on the assessing authority 
to disclose for the purpose of rebuttal the 
results of an enquiry carried out at the 
back of an assessee who does not co-operate, 
although it would be equitable to do so in 
the case of an assessee who produces relevant 
evidence which the assessing authority would 
be inclined to reject on the basis of his private 
information. I would therefore hold that 
there is no reasonable cause for interference 
with any of the orders of assessment on these 
grounds. Submission of an incorrect return 
for one year, non-submission of returns 
for other years and persistent refusal to 
produce the account books raised a strong 
presumption that this time also Appellant 
wanted to escape with a low assessment 
as in the past. But the assessing authority 
made a thorough and extensive enquiry 
before he made the final assessment to the 
best of his judgment.” 

So far the learned Commissioner was a 
symbol of “honesty and efficiency”. Nobody 
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could help exclaiming that a Daniel had come 
to judgment. But alas ! as usual there was a 
sting in the tail. The Commissioner had to 
accept all the other findings of the assessing 
authority as they "were based on such solid 
foundations that they could not be shaken. But 
he took the only point in which he could use his 
own arbitrary discretion, even after accepting 
the facts that the assessee has made false affidavit, 
suppressed account books and made all sorts of 
trickery for the evasion of taxes and the assessing 
authority had made long, laborious and solid 
enquiry on which the assessment has been based. 
In order to satisfy the capitalist interest and in 
order to keep him in the good books of the bosses 
who were the best friends of Birlas and the 
present Finance Minister having a good deal of 
interest in the Orient Paper Mills as he was a 
Director of this Company during the period of 
assessment the Commissioner shamelessly made 
the following order :— 

“The Appellant however urged that 
the estimates in respect of the gross turnover 
for the 3 years are much too excessive and 
calls for reconsideration. The audited 
accounts of the other paper mills, viz., 
Titaghur, Bengal, Shrigopal, Indian Paper 
and Pulp, Star were produced and a com¬ 
parative statement showing the capacity 
and sale proceeds thereof prima facie shows 
that the estimate in respect of the gross 
turnover in the present cases have 0 been 
much too arbitrary. In view of the verbal 
undertaking given by the Appellant to 
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produce his account books etc. for a correct 
estimate of the gross turnover, I think it 
would be fair and equitable to give him 
another chance to do so for the specific 
purpose of the ascertainment of his sale 
proceeds including Sales effected inside and 
outside Bengal. 

“The assessments have otherwise been 
made on a fair and reasonable basis and 
should not be interfered with except in 
regard to the gross turnover in the matter 
laid down above. 

“The assessing authority is therefore 
directed to serve a notice upon the Dealer 
giving him one and only one more 
opportunity to produce the account books 
and such other documents as he might 
require for determining the total sales 
effected during each of the three years. If 
the Appellant fails to comply the present 
assessment will be confirmed. The final order 
will therefore abide by the result of the Report 
received from the assessing authority.” 

The iron hand can now be very well felt 
from within the velvet gloves. Although the 
Commissioner supported all activities of the 
assessing authority and made remarks that the 
assessee was following dilatory tactics in order 
to evade tax and could have no legal relief against 
the best judgment assessment he virtually rejected 
the syd assessment and granted all facilities to 
the assessee to go on merrily with their evading 
tactics. 
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The Assistant Commissioner obediently 
followed the directions in the Appeal, and asked 
the assessee to appear before him on 24-3-49, 
25-3-49 and 26-3-49 for the 3 years respectively 
and to produce all books of accounts and to 
supply all the information required to arrive at 
the correct figure of turnover according to the 
terms of the appeal order. The Party however 
brought a few books of accounts which practically 
gave no help to the assessing authority to arrive 
at the correct figure of the gross turnover. So 
he made the following order :— 

“The required information could not 
be supplied as they could not understand 
what particulars are exactly required. 
They have been requested to furnish the 
following details on 30-4-49 when date will 
be fixed; (i) Capacity of production of paper 
and cardboard of the mills; (ii) quantity 
of raw materials consumed in tons and 
quantity of each kind of goods produced 
in tonnage; (iii) names of parties and 
addresses from whom goods purchased over 
Rs. 5,000/- from individual parties; (iv) 
names and addresses of parties to whom 
goods were sold ; (v) how the total sales 
were arrived at (names and numbers of 
ledgers); (vi) names and addresses of the 
parties with whom transactions in jute 
products have been effected even if actual 
delivery not taken; (vii) details of com¬ 
mission received and paid with namgs and 
addresses of parties ; (viii) printed account 
copies ; (ix) names and addresses of com- 
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panies whose shares are held in the 
investment account; (x) average selling 
prices of* each kind of paper and board; 
(xi) details of cardboard factory ; when 
started, extent of business etc. and when 
closed.” 

The time for complying with the requisitions 
was subsequently extended to 31st May. The 
Company never supplied the information but 
alleged that many of the requisitions were not 
relevent. The company further made an 
application on 25-4-49 for the cancellation of their 
Registration Certificate with a view to avoid 
the difficult situation in which they were placed 
by the demand of the Assistant Commissioner. 
The Assistant Commissioner rightly rejected the 
application and remarked that the question of 
cancellation could not be taken up until the 
Company fully complied with the requisition 
made by him. He also made the following 
final order dated 22-6-49 regarding the assess¬ 
ment for the said 3 years :— 

“The informations desired in this office 
order dated 24-3-49 have not been supplied 
and the books which were produced in the 
aforesaid date did not show the required 
informations. Under the circumstances 
you are allowed last opportunity to produce 
at this office books of accounts on 24-10-49 
at 2 P.M. from where all the required 
informations according to requisition dated 
24-3-49 and agreeing with printed account* 
are available.” 


5 
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may now be forwarded to the Income Tax 
Investigation Commission, as well as to 
Commissioner of Income Tax, West Bengal, 
as it is at present permissible under the 
amended Sales Tax Act.” 

“During past years commencing from 
i-10-41 since the introduction of the Sales 
Tax Act this Dealer never produced books 
of Accounts and as a result of that as it 
appears from the records, I am afraid huge 
tax have been lost to the Government and 
unless the requisitions as insisted upon by 
me are complied with, the correct gross 
turnover cannot be ascertained and as such 
the report as desired by the Commissioner, 
Commercial Taxes in connection with 
Appeals cannot be submitted.” 

The kind-hearted and friendly Commissioner 
sat tight in his chair with the entire file with him 
and no action was taken. Apart from sending 
the Reports to the Income Tax Investigation 
Commission or to the Commissioner, Income 
Tax, when their officers themselves asked for 
copies of the reports officially, the request, to 
the best of our knowledge, was not complied 
with. 

The reports of the Assistant Commissioner 
reached the Commissioner, Commercial Taxes 
on 15-7-49 and what happened between this 
date and 20-10-49 is not clearly known. But 
these facts are well known that G. D. Bigla came 
down from New Delhi to Calcutta. There were 
lots of telephonic conversations between the 
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Birla House and the Finance Department of the 
West Bengal Government and the Assistant 
Commissioner was served with a transfer order 
about 24-10-49. The Assistant Commissioner 
could not be relieved of his work within the 
range and he finally made over charge on 
7-11-49. But alas ! although he was still in 
charge on the fatal day i.e., 24-10-49, he never 
got any opportunity to make any final order in 
the Orient Paper Mill case. The Commissioner, 
Commercial Taxes who took the file on 15-7-49 
did neither make any order on the petition of the 
Company nor return the file to the Assistant 
Commissioner.' The Commissioner was out on 
tour for a few days in the middle of October and 
returned to Calcutta on Saturday the 22nd 
October. Immediately on his arrival he was 
interviewed by Mr S. R. Sen, an Ex-Assistant 
Commissioner of Commercial Taxes who resigned 
about a year back and became an adviser to the 
Orient Paper Mills on Sales Tax matters. On 
24-10-49 the Assistant Commissioner was ordered 
not to proceed with the final hearing of the 
Orient Paper Mill case for the years 1946, 1947, 
1948 and with any assessment for the year 1949 
which was also fixed for hearing on that date. 
Perhaps this was the result of a secret conference 
between the Commissioner and Mr S. R. Sen 
at the latter’s office on 27-9-49 which was a 
Government holiday. 

Although officially the prayer of the assessee 
for removal of the case from the hands of the 
Assistant Commissioner was not granted by 
clever manipulation, their object was fulfilled. 
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The case was not transferred from the Assistant 
Commissioner ; but the Assistant Commissioner 
N. C. Roy was transferred from the -case. Since 
then practically nothing has been done in this 
matter except a sumptuous entertainment of the 
succeeding Assistant Commissioner by the Party. 
No final order has yet been made nor a single 
copper has been realized from them although 
the Commissioner, Commercial Taxes knows 
fully well according to his own confession that 
the Party is a habitual tax evader. 

The Sales Tax Department of the Orissa 
Government where the factory is situated also 
made certain investigations. The Mills made 
representation before them that their entire 
product was exported and not a pound of paper 
was sold in Orissa. So they did not pay anything 
towards Sales Tax for sales within the province, 
but had to pay about Rs 6 lakhs as Sales Tax 
on export of their products for one year only in 
order to escape examination of their books of 
accounts. The rate of Sales Tax on exports in 
Orissa is 3 pies per rupee ; so if Rs 6 lakhs tax 
is paid the gross turnover should be about Rs 4 
crores. Here we draw the attention to the best 
judgment assessment of the Assistant Commission¬ 
er in which he estimated their gross turnover at 
about Rs 3 crores per year which figure was 
challenged by the assessee by producing a printed 
account showing their total turnover at about 
Rs 1 crore. Although the Company paid Rs 6 
lakhs to the Government of Orissa for dhe year, 
they were very much reluctant to repeat the 
generosity year after year and flatly refused to 
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pay any further Sales Tax on exports or to show 
their books of accounts to the authorities. They 
further threatened the Government of Orissa 
that if they insisted on realizing the Sales 
Tax on them they would close down their 
Mills. Mr Nityananda Kanungo, Minister of 
Industries, Government of Orissa, apparently 
lost his nerves and to the best of our knowledge 
has made the Orissa Government agree to 
compound this felony and to allow the Orient 
Paper Mills to show a big plantain to both the 
Governments of Bengal and Orissa. 



HINDUSTHAN MOTORS LTD. 


This Company was started in 1942, but it 
actually assumed importance from 1945. Its 
paid up capital in 1944-45 was Rs 2,49,92,625/-, 
it stood at Rs 5 crores in 1946. Its gross sale 
was Rs 35,655/- in 1945, increased considerably 
to 2J crores in 1948 and 1949. On examina¬ 
tion of the Balance Sheet it is found that the 
Company is practically suffering a huge loss in ’ 
the business transaction but making it up by the 
interest received from investment in Government 
securities. The Company has got huge idle 
capital which has been invested in Government 
securities. 


The position of their paid-up 

capital is as 

follows:— 


1945 

1948 

Paid up Capital 

2,49,92,625 

4 , 77 , 0 6 ,500 

Investment in 

Govt. Securities 

2,36,81,072 

4 , 42 , 35,290 

Capital used 

13 , 09,553 

34,71,210 

m business 

1947 

1948 

1949 

4 , 97 , 25,599 

4 , 98 , 13,575 

4 , 97 , 99,700 

3,56,02,397 

3,65,03,108 

2 , 38 , 77,572 

1,41,23,202 

1,33,10,467 

2,59,22,128 


It is very difficult to understand why the 
Company increased its capital in 1945 a# the 
previous paid up capital had not till then been 
utilized in actual business of the Company. 
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It is nothing but realization of money from 
the shareholders and investing it in safe Govern¬ 
ment Securities to cover up the losses suffered 
in transaction of business for which the Company 
was formed and hiding the inefficiency and crimi¬ 
nal negligence on the part of the Directors. The 
extent of loss suffered by the Company in 
transaction of their business will be apparent 
from the following table :— 

Interest received 1945 1946 

from Govt. 

Securities 3,38,720-0-0 6,52,395-11-3 

Profit Earned 24,370-4-4 30,312-10-6 


Actual loss in 

the Business 3,14,349-10-8 6,22,083-0-9 


1947 1948 1949 

8,12,958-9-7 6,99,794-8-4 12,87,963- 8-0 

54 > 393 - 3-9 3 >° 4 > 85 i -°-7 8,97,369-11-3 


7 > 58 ,565-5-1° 3 > 94 > 943 - 7-9 3 > 9 °> 593 -i 2-9 

It may also be noted that the Managing 
Agents were very generous to forego their re¬ 
muneration and commission and the Directors 
their big fees. Therefore, without paying any 
money either to the Directors or to the Managing 
Agents and investing a capital of Rs 5 crores, 
the great industrialists, Birla Brothers, suffered 
a loss of a minimum of 4 lakhs per year for the 
last 5*years on a total turnover of two and a 
half crores of rupees per annum. Their business 
was practically buying and selling including 
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assembling of parts in respect of a commodity, 
namely, motor car, which was in the highest 
demand in the post-war market and was selling 
at a high premium. They had no scope of loss 
as the purchase and sale prices were fixed and 
there was no fluctuation of the sale price. 

Further examination of their Profit and 
Loss Account for these 5 years reveals the 
following facts :— 


Opening 

1945 


1946 



Stock 

78,636 

9 

6 

53,076 

6 

9 

Purchase 

10,095 

8 

5 

4,76,014 

6 

8 


88,732 

I 

II 

5 , 29,090 

'3 

5 

Sales 

35,655 

II 

2 

4,10,460 

2 

9 

Closing Stock 53,076 

6 

9 

1 , 30,190 

9 

9 


88,732 

1 

11 

5,40,650 

12 

6 

Difference 

Nil 


ii ,559 1 

[ 5 

i 

Opening 

1947 


1948 



Stock 

1,30,190 

9 

9 

5,00,500 

0 

0 

Purchase 

78,60,388 

12 

5 

2,63,30,002 

10 

2 


79 , 90,579 

6 

2 

2,68,30,502 

1 

2 

Sales 

76,58,517 

1 

0 

2,51,65,122 

7 

2 

Closing 




42,68,045 



Stock 

5,00,500 

0 

0 

1 

3 


81,59,017 

1 

0 

2,04,33,167 

•8 

5 


Difference 1,68,438 o 02% 26,02,665 o 09% 
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1949 

Opening Stock 42,68,045 1 3 

Purchase. 2 » 3 I > 59»239 » 2 

2,74,27,284 12 5 

Sales 2,22,22,015 o 10 

Closing Stock 87,69,521 o 5 

3 >° 9 > 9 i >536 i 3 

Difference 35,64,252 (11.5%) 

It is to be noted that after purchasing car 
components and assembling them in their 
Factory, the difference between the purchase and 
sale price is shown by them to be negligible till 
1947 and about 10% on average during 1948 
and 1949 whereas the cost of assembling was 
much higher than that figure. Can anyone 
believe that anybody would make a contract 
with a foreign company for the import of car 
components at a particular price and sell the 
finished car at a price fixed below the total of 
the purchase price and cost of assembling ? 
The authorities of the Birla Brothers, and die 
Directors of the Hindusthan Motors cannot be 
taken as a batch of lunatics and no rational man 
will believe this sort of affair. The only con¬ 
clusion that can be drawn is that the purchase 
price has been inflated and the sales have been 
suppressed. This is also evident from the report 
of the taxing authority given below. 

India Automobiles is a proprietorship firm 
owned by the share broker firm of G. D. Loyalka, 
and* it is well-known that Loyalka is practically 
a benamdar of the Birlas. The cars have been 
sold to them at ridiculously low prices. Thus 
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the Hindusthan Motors suffered loss. India 
Automobiles earned a huge profit by selling these 
cars at controlled prices and all this money has 
gone to the Birlas through G. D. Loyalka, who 
in his turn has manipulated their accounts 
showing heavy loss in share speculation. It was 
in this way that the shareholders were deprived 
of their dividend and the State did not get its 
share of income-tax. 

The following report of Sales Tax authority 
proves the above observation :— 

Messrs. India Automobiles Limited, 
of 25B. Park Street, Calcutta. 

& 

Messrs. Hindusthan Motors Ltd. (IR/1259A) 
of 8, Royal Exchange Place, Calcutta 

On verification of the sales for the 
assessment period ending 30-9-46 and 
3 1 -3-47 to Messrs. India Automobiles hold¬ 
ing registration certificate No. BH/mB, 
it transpired that the dealer has made huge 
suppression of sales and thereby huge sales 
tax has been evaded. Form IX notices 
Nos. 3543 and 3544 dated 1-10-48 were 
issued calling for the following infor¬ 
mations :— 


Group I 

Vide Form IX Notice. 

Similar informations in respect df 4 
quarters ended 31-3-48 were called (vide 
order dated 12-7-48 of Order Sheet). 
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Group II 

The dealer further by order dated 
25-4-49 was asked to furnish details of car 
components of above-mentioned periods 
showing :— 

(1) Number of cars to be manufac¬ 
tured from the components. 

(2) Types of cars, 

(3) Engine No. of each type of car. 

As on 1-4-46 and 31-3-47 ; 1-4-47 

and 31-3-48. 

The dealer after much hesitation, after 
a long period, I understand after changing 
Invoices of sales to India Automobiles 
supplied informations mentioned in Group I 
and refused supplying informations as per 
Group II. 

India Automobiles (BH/mB) by this 
office letter No. 2409 dated 27-7-48 was 
asked to furnish for above-mentioned periods 
following informations :— 

(1) Purchases of Studebaker cars, 

(2) „ „ Hindusthan cars, 

(3) „ „ any other cars, 

(4) „ „ spare parts. 

Also audited accounts for the years 
ended 31-12-46 and 31-12-47. 

The dealer also I understand after 
changing the purchases invoices submitted 
statement and audited accounts for year 
pended 31-12-46. 

In the meanwhile Inspectors of Com¬ 
mercial Taxes took out particulars of 
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Studebaker and Hindusthan cars recorded 
in Motor Vehicles Register maintained by 
Police authorities. 

(i) Serial No., (2) Type of car, (3) Sold to, 
(4) Engine No., (5) Car No., (6) Date of 
registration. 

The Motor Vehicle Register was 
considered the basis of checking and for 
the following purpose tabulated statement 
of Hindusthan and Studebaker types of cars 
are required to be made :— 

(1) (2) (3) (4) 

Engine Date of registra- Date of sales Date of sales 
No. tion with Motor of Hindus- by India Auto- 
Vehicles and name than Motors, mobiles and 

of persons in name of person 

whose name regis- to whom sold, 

tration was first 
made. 

On partial scrutiny of the statements 
revealed : 

Applicable to Hindusthan Motors Limited. 

(1) Cars shown sold by India Auto¬ 
mobiles but neither revealed in import nor 
in sales. 

(2) Registered with Motor Vehicles 
but not shown in sales with Hindusthan 
Motors or India Automobiles. 

(3) Cars shown as sold but appear in 
closing stock. 

(4) Shown in import of Hindusthan 
Motors but not shown in sales but shown 
sold by India Automobiles or shown by the 
latter in stock. 



79 


(5) Cars registered with Motor Vehi¬ 
cles but not shown in sales or in closing 
stock. 

(6) Cars shown as sales on dates after 
India Automobiles shown sales. 

(7) Huge discrepancies in stock. 

Applicable to India Automobiles 

(1) Cars not revealed in sales but 
found sold by Hindusthan Motors Ltd. 

(2) Registered with Motor Vehicles 
but not shown in sales. 

(3) Car shown as sold or stock but not 
shown by Hindusthan Motors as sold to 
India Automobiles. 

(4) Numerous cars registered with 
Motor Vehicles but not shown in sales. 

(5) Shown sales by Hindusthan 
Motors, registered with Motor Vehicles 
but shown in stock. 

(6) Cars shown as sales on dates prior 
to Hindusthan Motors shown sales to India 
Automobiles. 

The dealers concerned by this office 
letters Nos. 4888 dated 24-9-49 and 
4839 dated 24-9-49 were asked to explain 
the serious nature of discrepancies and day 
to day checking of books of accounts 
Hindusthan Motors Ltd., for the year 
1946-47 were taken up. 

# It was revealed that two registers 
showing details of Hindusthan and Stude- 
baker cars are maintained. There are 
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occasional blank pages and blank columns 
where details of (a) Invoice No., (b) No., 
(c) Date, (d) No. of cars, (e) No. of trucks, 
(f) Name of dealers, (g) Clearing agent 
were not recorded though Engine numbers 
were shown as cars supposed to be sold long 
ago. This is very suspicious. 

The dealer (i) could not show sales 
of car though recorded in Motor Vehicles 
Register. The explanation given that these 
are recorded in a register maintained at 
Okha, though all ledgers and cash books of 
Okha are at Calcutta and Okha has been 
practically closed down. 

(2) There are many cars registered 
with Motor Vehicles but the dealer 
explained these are agents of U.P. and Bihar 
and of other Provinces and included u/s 
5(2) (a) (v). It is highly improbable that 
dealer of Allahabad after taking away 
Vehicles came back after a week to register 
at Calcutta. Moreover in the Motor 
Vehicle Register address of Bihar Automo¬ 
biles has been shown as C/o Birla Brothers 
Ltd., 8, Royal Exchange Place, Calcutta. 

The dealer maintains Cash Book, 
General Ledger and Journal of Calcutta and 
of Okha separately at Calcutta Office. The 
folios are loose leaved. Though General 
meetings for the years ending 31-3-49 were 
held long ago after audit of the accounts of 
the Company by Messrs. S. R. Batljboi & 
Co., the accounts of the general ledger, ex¬ 
plaining only a few ledger heads were ticked. 
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Even ‘Bank head’ did not show Auditor’s 
tick mark* Many accounts in ledger were 
not totalled and some were totalled in 
pencil. The books were not balanced. 
Further it appears that purchases and sales 
of spare parts do not appear in ledger and 
questionable purchases and sales of articles 
other cars and allied articles, are included 
in purchases and sales accounts. Mr. M. 
S. Davar, of Messrs. S. R. Batliboi & Go., 
Auditor of this Company appeared in 
connection with another case of Birla 
Group and this state of auditing and 
questionable grouping in Revenue account 
were brought to his notice and he had 
nothing to reply excepting putting blame 
on his assistants and on the officers of the 
Company. 

It is further reported that the Mana¬ 
ging Agents during the year 1947-48 sup¬ 
pressed profit to the extent of Rs. 70 lakhs 
by the manipulation of accounts by adopting 
above-mentioned methods and also by— 

(1) Suppression of huge sales of spare 

parts. 

(2) Purchases and sales of huge quan¬ 
tities of building materials and hard-ware 
goods for factory extension and including 
these purchases with purchases and expenses 
account. 

(3) Raising fictitious capital expendi- 
tu®2 by raising fictitious bills with the help 
of allied Hind Construction Ltd. 

(4) Selling cars manufactured from 


6 
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components but showing in stock as 
car components (hence details of Engine 
Nos. of car components were not supplied). 

Suppression of sales during 1946-47 
and during 1948-49 reported to have been 
made to a very great extent. 

In respect of non-reconciliation of 
returns with returns submitted by India 
Automobiles the dealer submitted that 
as there is some dispute over price the cars 
lyere on consignment. But the audited 
accounts of India Automobiles and Hindu¬ 
stan Motors do not reveal this. On the 
other hand loan on hypothecation of clean 
invoices have been obtained by India Auto¬ 
mobiles from United Commercial Bank Ltd. 

Hence I propose to check every sales 
invoice issued by Hindustan Motors, with 
purchases invoices of India Automobiles 
along wit respective Bank Pass Books. The 
Engine numbers of cars recorded in the 
Register and name of purchasers should be 
agreed with documents which were hypote- 
cated with Bank and also number and name 
shown in Motor Vehicle Register. It should 
be seen as to whether sales recorded in the 
Engine Number Registers have been deli¬ 
vered to the persons or not and sales value 
credited in sales account or not. 

In my opinion during period 1946-47, 
and 1947-48, Sales Tax not less tan Rs. 25 
lakhs has been evaded. o 
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Applicable to India Automobiles. 

Only scrutiny of a few Engine 
Numbers of Hindusthan Gars shown in 
stock but registered with Motor Vehicle 
Register in the name of several persons 
previously, were taken up. The represen¬ 
tative explained that sometimes there was 
talk of price control and hence the dealer 
managed with Motor Vehicle Authorities 
to register the numbers. This should be 
considered as suppression of slaes. 

Appendix A. 

]. Opening Stock as at 1.4.46 Nomber EngineNo. Value 

of Cars, of each car. 

(a) Studebake Cars 

(b) Hindusthan Gars 

(c) Any other Cars 

(d) Spare parts. 

2. Purchases—Date of pur¬ 

chase or import, -do- -do- -do- 

3. Sales—Date of sales 

and delivery. -do- -do- -do- 

4. Closing stock as at 31.3.47. -do- -do- -do- 

The report of the taxing authority, Mr 
N. C. Roy ends here. 

Let us now examine the block assets of the 
Hindusthan Motors Ltd. In their balance sheet 
for the period ending 31.3.45 it is found that they 
had no land but some building presumably 
at Okna of value Rs 77,219-1-2. There was 
no addition during the year. In the Balance 
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Sheet for the period ending 31.3.45 it is found 
that they purchased land worth Rs 6,27,888-0-10 
in Calcutta but there was no addition in building* 
In the Balance Sheet for the period ending 
31.3.47 it is found that an expense of Rs 
37,830-1-0 was incurred during the year but 
the total amount of Rs 6,65,718-1-10 has been 
realized and the value of land asset is shown nil. 

The Balance Sheet shows :— 

Refund reed, during the year Rs. 6,25,388-0-10 
Realised from Hindusthan 

Motor Corporation Ltd. . 40,330-1- o 


Rs. 6,65,718-110 


But in the Directors’ Report of Hindusthan 
Motors Ltd, for 1946 it appears that “the land 
for factory near Calcutta has been acquired 
and taken possession of by your Company. The 
construction work has already been started. 
Arrangements are being made for the purchase 
of machinery for the manufacture of com¬ 
ponents.” In the Directors’ Report for 1947 
it is found “the construction work of the factory 
is going on and the machinery ordered have 
also started arriving.” But it is found in Balance 
Sheet for that year that expenses of Rs 693/8 
have only been incurred on the building account. 
One fails to understand how the Directors could 
report to the shareholders that the construction 
of building was going on, when thee land 
purchased in the previous year had been disposed 
off during the year and no expenses were being 
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shown in the building account for the last two 
years. The only conclusion one can arrive at 
is that Rs 37,830/1/- which has been shown under 
the land head as expense incurred during the 
year is the cost of building but the entire sum 
has been realized from the Hindusthan Motor 
Corporation during the same year. Then where 
is the building of Hindusthan Motors Limited 
which had been claimed by the Directors ? 

In the very same year, a new Public Limited 
Company under the name and style of 
Hindusthan Motor Corporation was floated, 
whose paid up capital was Rs 10,00,070/- 
only, with B. M. Birla, L. N. Birla and D. P. 
Khaitan as Directors. All the shares of the 
Company had been purchased by Hindusthan 
Motors Ltd and there is no other single inde¬ 
pendent shareholder. Hindusthan Motors Ltd 
further advanced to Hindusthan Motor Corp. 
a sum of Rs 8,73,548/6/5, and the said 
Corporation purchased land during the year at 
Rs 9,30,188/1/5 and paid to Hindusthan Motors 
Ltd under the head “Expenses incurred during 
the year” Rs 40,330/1/-. It is clear that the 
land which Hindusthan Motors Ltd possessed 
was sold to Hindusthan Motor Corporation Ltd 
and whatever buildings were erected for the 
Hindusthan Motors Ltd were erected on the 
land which belonged to Hindusthan Motor 
Corporation Limited. 

In the Balance Sheet for the year ended 
3 i -3 -48 it is found that Hindusthan Motors 
Ltd does not possess any land whatsoever but 
a building has been erected of value of 
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Rs 19,59,543/15 /- on leasehold land. In the 
Directors’ Report of the year it is found : “Your 
Directors are glad to inform you that the Calcutta 
factory started working at the end of 1947 and 
the progress has been continuously maintained 
since then.” The Calcutta factory, according 
to Balance Sheet for the year 1947, had no 
existence till March 1947 as no expenses were 
incurred under the head of building. But the 
Directors themselves say that the factory started 
work in full force within 6 months from that date 
and a factory of value Rs 19,59,543/15/- was 
erected within the period of the said six months. 
The Directors may explain that somehow they 
had secured Aladdin’s Wonderful Lamp but 
a man with ordinary commonsense will refuse 
to believe a single item of this account which 
seems obviously manipulated. 

In the Balance Sheet ending 31-3-49 no 
asset is shown under the head “land”, but 
addition has been shown to the buildings on 
leasehold land for Rs 13,09,301/14/3. In the 
Hindusthan Motor Corporation Ltd, there has 
been addition under the head of “land” of 
Rs 3,08,055/6/4 in 1948 and Rs 13,950/- in 
1949. But no expenditure has been incurred 
under the head of building in the Balance Sheet 
of Hindusthan Motor Corporation for these 
years. So it is found that Hindusthan Motor 
Corporation Ltd, a Company all of whose paid 
up shares are purchased by Hindusthan Motors 
Ltd, owns a land of total value Rs 12,92,^23/8/9 
but has no building, whereas the parent corn- 
pan) the Hindusthan Motors Ltd, has got no 
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land whatsoever but has building on leasehold 
land of total value of Rs 33946,758/6/5. One 
might conclude that the vacant land of Hindus- 
than Motor Corporation was taken by 
Hindusthan Motors Ltd, on lease and building 
erected on the said land. But the Directors’ 
Report of Hindusthan Motors Ltd neither 
shows sale or disposal of the land owned by it 
nor acquisition of land from Hindusthan Motor 
Corporation Ltd on lease. If there was an 
arrangement of lease between Hindusthan Motors 
Ltd and Hindusthan Motor Corporation Ltd, 
there should have been some rent fixed and 
payments made by the former to the latter. But 
on examination of the Profit and Loss Accounts 
of the Hindusthan Motor Corporation Ltd, for 
the year 1948 and 1949, no receipt under the 
head of “Rent” is found, nor is there any 
indication in the Balance Sheet that there is 
anything due to Hindusthan Motors Ltd, on 
this account. Then what is the legal position ? 
Hindusthan Motors Ltd has built up a building 
worth over Rs 33 lakhs on land which belongs 
to some other company and on which land the 
Hindusthan Motors Ltd has no legal rights 
whatsoever. 

The floating of Hindusthan Motors Cor¬ 
poration Ltd, whose entire capital has been 
subscribed by Hindusthan Motors Ltd, but 
whose Board of Directors consists of two Birlas 
and an employee, appears to be very .suspicious 
as no presumable object can be found for floating 
this Company except purchase and possession 
of land at the cost of Hindusthan Motors Ltd, 



88 


on which the latter goes on erecting buildings 
without defining its legal rights. The Directors 
of the Hindusthan Motor Corporation Ltd, 
happen to be at the present moment B. M. Birla, 
L. N. Birla and L. P. Mishra. It is out and out 
a family concern. There is nothing to prevent 
these Directors to sell off the lands belonging 
to the company to any X.Y.Z. and the buildings 
worth over Rs 33 lakhs erected by Hindusthan 
Motors Ltd, will go to the purchasers automatic¬ 
ally. We do not understand the real motive of 
the Birla Brothers, nor these jugglery of accounts 
passed by their able and reputed Auditors S. 
R. Batliboi & Co. The shareholders of the 
Hindusthan Motors Ltd, may not understand 
the real situation and may be in oblivion but 
have the Auditors no statutory responsibility ? 
How can they pass such an account without 
making any comment whatsoever ? We feel 
that the Registrar of Joint Stock Companies 
as well as the local Government cannot escape 
reponsibility of compounding a felony by over¬ 
looking these obvious factors. It will also be 
interesting to note that with the enhancement 
of customs duty on imported motor cars and 
car components during 1949-50, Birlas reaped 
a windfall income. It is estimated that their 
stock appreciated as a result of this increase in 
duty to the extent of about Rs 75 lakhs. It will 
be interesting to watch how this appreciated 
value is passed through their Books of Accounts 
for 1949-50 and subsequent years. Birla Brothers 
are now practically ruling India and have become 
bold enough to do whatever jugglery they want. 



MISCELLANEOUS COMPANIES 

PROSAD HOSIERY FACTORY LTD. 

The name suggests that it is a concern for the 
manufacture and sale of hosiery goods. But on 
examination of their accounts and Balance Sheet 
it is found that they were making huge transac¬ 
tions in share speculation and in the Fatka 
market. In the year 1948 it was revealed that 
there had been a net loss of Rs 2,95,017/3/- 
in share dealing alone. When the Company 
was challenged that being a hosiery factory how 
could they deal in these speculations and whether 
their Memorandum permitted these dealings, 
they got furious and sent the following letter to 
the Commercial Tax Officer, Lyons Range 
Charge, Calcutta : 

Dear Sir, 

Re : Assessment for the year ended 1st 
day of Ashar Sudi 2005 (Our 
year ended 30-6-48). 

We are in receipt of your letter No. 
LR/398A/1255 dated 11-3-49 an< 3 are sur¬ 
prised at your asking for a copy of the 
Board’s Resolution in connection with 
certain transactions which we regret our 
inability to comply with since it is irrelevant 
for the purpose of sales tax. 

With regard to ‘Fatka’ transactions 
such transactions are not liable to sales tax 
i*nder the Bengal Finance (Sales Tax) 
Act. However, we submit herewith a state¬ 
ment showing loss and profit in the dealings 
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of shares and speculative transactions in 
certain commodities, and would like to 
add again that all the transactions in the 
commodities were of a purely speculative 
character and no delivery was ever taken 
or made by us which please note. 

Yours faithfully, 

For Prosad Hosiery Factory Ltd. 

Sd/- ILLEGIBLE 
Manager. 

It is evident from this letter that the 
Company was engaged in shady transactions 
and managed to wipe out its profits by showing 
loss in share speculation, Fatka market etc. It 
is unthinkable how long this sort of attempt to 
throw dust in the eyes of the shareholders and 
the Government and to fill up the pockets of the 
Managing Agents will be tolerated. A thorough 
examination of the Memorandums of all these 
Companies should have been made long ago 
and if there were any sanction of wasting public 
money by the speculation of the Directors and the 
Managing Agents, these sections should have 
been declared illegal. 

The Commercial Tax Officer, however, 
tried to pursue the matter from another angle 
and sought to realize at least the share of the 
Government revenue by arriving at the correct 
turnover figure and he asked the Dealer to 
produce the manufacturing account. • The 
Commercial Tax Officer made the following 
report:— 
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“On being asked to produce manu¬ 
facturing -account showing quantity of 
finished articles and consumption of yams 
the Company declared that the production 
accounts and vouchers were destroyed by 
fire in werehouse at Birlanagar. Asked to 
produce Insurance Company’s survey report. 
Produced survey report which has no men¬ 
tion of destruction of accounts and vouchers. 
Then they claimed that accounts have been 
destroyed at godown at Kidderpore which 
was damaged during the riots. Story 
appears to be wholly false as there is no 
reason why books of accounts or vouchers 
should be kept in warehouse.” 

NIKHLI JUTE BALING CO LTD. 

This Company exports jute and hessian to 
foreign countries and is managed by the Surajmal 
Mohta group. It is one of the biggest jute and 
jute products exporting companies. In the year 
1948 the sale shown in their Balance Sheet 
amounts to Rs 15,63,493-14-0. But on exa¬ 
mination of their books of accounts the total sale 
was found to be Rs 18,54,881-10. When 
challenged they explained that certain goods were 
purchased from a party and sold to some other 
party at the same price. Hence the transaction 
has not been accounted for in revenue account. 
Apart from the suspicious nature of this transac¬ 
tion, this is highly irregular and illegal for a 
public limited company. The shareholders have 
got every right to know the details of all tran- 
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saction made by the company whether with 
profit or with loss. We fail to understand how 
an Auditing Firm like S. R. Batliboi & Co. can 
pass this sort of manipulated accounts. Facts 
are suppressed from the shareholders as well as 
the Income-tax authorities by other clever 
devices. In one year’s revenue account it 
appears that there has been a loss of about 
Rs 440-5-3 in transactions in hessian. But 
the books of accounts show :— 

Rs. Rs. 

Purchases 27,64,338-12-0 Sales 29,15,510-15-0 
Expenses 151,612- 8-3 Loss 440- 5-3 


2 9> I 5>95 1 * 4-3 29,15,951- 4-3 

From the paltry figure of Rs 440/- the 
shareholders can never understand that their 
capable Managing Agents have earned for them 
only a loss of Rs 440-5-3 by exporting jute goods 
worth over Rs 29 lakhs to foreign countries at a 
time when the jute mills and exporters were 
simply coining money. Suppression of these 
very material facts with the help of a firm of 
Auditors like S. R. Batliboi & Co. amounts to 
cheating. The taxing authorities have also been 
duped as naturally they might have passed over 
the entire transaction as a loss figure of Rs 
440-5-3 does not justify much scrutiny. 

TEXMACO 

This is a public limited company tout it 
has a peculiar way of keeping accounts. Before 
the Sales Tax Dept, they made a return showing 
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no sale. The officer drew their attention that 
their Managing Director claimed in a speech 
before the Minister of Industry and Supply that 
they had produced ioi Ring Frames (at Rs 
23,000/- each), about one lakh Spindles, 2 lakh 
Rings, besides a lot of other accessories already 
sold. The plant is in full production producing 
26 Ring Frames, 15,000 Spindles, 10,000 Kings 
and other spare parts per month He also 
pointed out that there had been an advertise¬ 
ment in the Statesman in October 1949 which 
fully supported the above statement and claimed 
that 450 Ring Frames had been sold. Con¬ 
fronted with these facts the party had to submit 
a return showing certain amount of sales most 
of which could not be believed. On closer 
examination of the return the under mentioned 
sales were found amongst others, to the following 
companies : 

J. C. Mills Gwalior : 

Rs 70,910-13-3 
54,699- 2-9 
58,545- 0-0 
65,845- 0-0 
2,50,000- 0-0 

Birla Cotton Manufacturing, New Delhi 
Rs 28,425-0-0 

62.840- 0-0 

70 , 523 - 9-6 

35.841- 6-6 
36,682-0-0 
15,688-0-0 

2,50,000-0-0 
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Sutlej Cotton Mills 

Rs 21,989- 0-0 
42,441- 0-0 
6,372- 2-0 
63,069- 8-9 
54,089-10-9 
62,038-10-6 


2,50,000- 0-0 

These sales could not be proved by pro¬ 
duction of either Bills, Challan, Invoice, Cash 
Memo, Despatch Register or whatsoever other 
documents. 

All these concerns, be it noted, belong 
to the Birla Group. It is hardly believable that 
sales worth Rs 250,000 at a time were made 
without any document. Although every tran¬ 
saction appears to be genuine due to odd figures 
with annas and pies in some cases, they all sur¬ 
prisingly boil down to the same total of Rs 
2,50,000 in each case which is a very peculiar 
feature. All these facts lead to the inevitable 
conclusion that the Company wanted to suppress 
the entire sale and when pressed submitted a 
manufactured sale return for face saving. The 
interests of the shareholders cannot be protected 
under such circumstances and one fails to under¬ 
stand how qualified auditors can pass accounts 
of this nature. 

This Company has recently combined with 
Babcock and Willcox of England for the manu¬ 
facture of Boilers under the patronage of the 
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Government of India. It is, however, very 
satisfactory to note that the public has refused 
to be hoodwinked and exploited any further. 
The debenture of Rs 39 lakhs issued by the 
Texmaco has not been subscribed to any sub¬ 
stantial extent. 

INDIAN SHIPPING 

Although the name suggests that this 
company should have something to do with 
shipping, in reality its function was to deal in 
mustard oil as well as buying and selling of 
disposal goods. When the Lybian Depot at 
King George’s Dock, Kidderpore, Calcutta, 
was disposed of, the auctioneers, Stayner and 
Co. were given the charge of selling it to the 
highest bidder. The Lybian was the best and 
biggest marine store consisting of valuable goods 
of U.S.A. Army. Birlas approached Stayner and 
Co., offered them Rs 25 lakhs and requested 
them to sell it to them without auction. Stayner 
and Co. refused as they believed that auction 
would fetch a much higher price. The date for 
auction was fixed and advertised. People from 
various parts of India and Ceylon came down 
to Calcutta to take their chance in the bidding. 
But all these intending purchasers as well as the 
auctioneers got the surprise of their life on the 
morning of the date of auction when they found 
the gate of the store closed with a notice hanging 
there declaring that the auction had been stopped. 
Sir Ramaswami Mudaliar was then the Minister 
of Commerce and Mr Pillai was the Regional 
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Controller of Disposals. The Depot passed 
quietly into the hands of the Birlas for a sum less 
than Rs 20 lakhs. 

Birla Bros, due to their contacts with the big 
government officials and Ministers and having 
superior power and opportunity of manipula¬ 
tion, got the entire stock just for a song but their 
lust for money was not satisfied. They were not 
agreeable to part even with a small portion of it 
which happened to be due to the Government 
under Income Tax and Sales Tax. The Profit 
and Loss accounts were manipulated in such a 
way that although it showed a sale of 
Rs 8,18,229/- during the year ended 30.6.47, it 
showed a net loss of Rs 433-6-0. 

On examination it was found that most of 
the sales were made to members of the group. 
They did not furnish details of the opening stock 
and claimed that the U. S. Army did not give 
any inventory and the Depot was purchased as 
it stood after a survey. When the Tax officer 
wanted to visit the Depot to find out the stock 
still left there, the Party refused. They also 
stated that the stock had been removed to diffe¬ 
rent warehouses in the city, and the Central 
Section had no record of the stock or its distri¬ 
bution. 

It should be noted with interest here that a 
company bought stocks worth so many lakhs of 
rupees but did not care to preserve the inventory 
made by the auctioneers for the use of the in¬ 
tending bidders nor did they care to prepare an 
inventory themselves. The disposal goods have 
earned a profit of 200 to 300 per cent in most 
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of the other cases, And here the Birlas, the 

G reatest Indian industrialists and business men, 
ad succeeded'in getting out with a net loss of 
Rs 432/- in a deal worth about a crore. A 
Profit and Loss Account without a schedule of 
either the opening or the closing stock has ab¬ 
solutely no meaning, and should be considered 
as a mere scrap of paper to be thrown into the 
waste paper basket. But the Sales Tax Depart¬ 
ment, under pressure of higher influence made an 
amicable settlement with the Birlas and received 
a paltry sum of a few thousands only. 

JUTE AND GUNNY BROKERS LTD 

This is the key company of the Birla Brothers 
managed by their nephew Surajmall Mohta and 
of which the major shares are held by the 
Birlas. This Company relieves the burden of 
other companies of the Birla Groups of payment 
of taxation to the Government and dividends 
to the shareholders. Generally when any com¬ 
pany of the Group is forced to show good deal 
of profit even after all possible manipulations 
the final touch is given by showing a great loss 
in fatka transactions through this Saviour Com¬ 
pany which is beyond any possibility of veri¬ 
fication. The following report of the assessing 
authority of Commercial Taxes is rather interest¬ 
ing : 

RE: M/S. Jute and Gunny Brokers (LR/397A) 

This company was registered on 
9-10-41 with head office at 8, Royal Ex- 

7 
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change Place, Calcutta for the purpose of 
dealing in Jute, Gunnies and in general 
merchandise. Assessment upto year ending 
Asad Sudi 2001, has been completed. 
While examining books of accounts for the 
year ended Asad Sudi 2002 I observed that 
they have transactions with the under¬ 
mentioned concerns with which Birlas are 
directly connected : 

July 1944 The Calcutta Electric Mfg. Co. Ltd. 

Rs 9,92,120-0-0 

April 1945 The Birla Jute Mfg. Co. Ltd. 

Rs 3,22,000-0-0 

March 1945 Regent Estates Ltd. „ 5,49,000-0-0 

The dealer was asked to prove the 
transactions to which it was contended that 
these are fatka transactions and submitted a 
list showing fatka transaction with 8 parties, 
including the three mentioned above, total¬ 
ling Rs. 32,92,899/-. The dealer was re¬ 
quested to prove that these fatka transac¬ 
tions are not dealing in goods as the transac¬ 
tions appeared to be very suspicious. 

I cannot understand, how a public 
Ltd. Company engaged in manufacturing 
of electrical goods indulge in fatka transac¬ 
tions or transaction in hessian goods and 
show loss which appears to be fictitious. 
The Memorandum and Articles of 
Association along with Resolution of Board 
of Directors are to be examined as ti^ books 
of the concern were examined and this side 
of transaction could not be conceived. 
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The dealer uptil now has not proved 
the transactions. Other parties involved :— 


1. 

2. 

3 - 

4 - 
5 * 


Fatechand Muralidhar Rs. 13,73,937 
Khusiram Banarasilal „ 19,800 

Sreekrishna Beriwalla „ 10,166 

Harkissendas & Ramdas,, 17,350 

Radhakissan Nandalal „ 8,625 


6 

o 

15 

o 

o 


Submitted to the Commissioner of 
Commercial Taxes, West Bengal with re¬ 
ference to his confidential note dated 
26-6-48. 

N. G. ROY, 

Asstt. Commissioner of Commercial 
Taxes, Calcutta (South). 


The transactions for the particular year 
were only with three companies of the Birla 
Group. But in other years there were tran¬ 
sactions with other leading companies of the 
Group, such as Kesoram Cotton Mills, Orient 
Paper Mills, Prosad Hosiery Ltd, etc. 


REGENT ESTATES LTD 

This Company, originally meant for land 
speculation, belongs to the Loyalka Group, which 
in reality is affiliated to the Birla Group. It 
secured huge import licences in plywood, cement, 
tractors etc. It has also got a huge contract from 
the Rehabilitation Department. India Auto¬ 
mobiles, the Eastern selling agent of Hindusthan 
Motors limited, also belong to the Loyalkas. 
Naturally this Company was being faced with 
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the problem of huge profit and finding no other 
devise to wipe out the same took shelter under 
the Jute and Gunny Brokers Ltd, as stated 
before. 

THE CALCUTTA ELECTRIC 
MFG CO. LTD 

This Company was registered with address 
at 8, Royal Exchange Place, Calcutta, for the 
purpose of manufacturing electric goods. But 
on examination of its accounts, it is found that 
there has been a transaction with Jute and Gunny 
Brokers Limited, in hessian for Rs 9,92,120/- 
and according to the Dealer this was a fatka 
transaction. It is difficult to understand how a 
public limited company formed for the purpose 
of manufacturing a particular commodity, can 
indulge in fatka transactions, specially when 
the Memorandum and Articles of Association 
did not permit this nature of transaction. 

SURA JUTE 

This Jute mill was requisitioned by the 
Army authorities for godown purpose. But 
their account shows that they had purchased 
building materials and machineries worth about 
Rs 16,51,887/- and Rs 24,51,982/- for the years 
ending 30-6-47 and 31-12-48, when the Mill 
was in possession of the Army authorities. 
Where did these building materials go ? They 
could not be traced. During these yeajs build¬ 
ing materials were very scarce in the market^ 
and were being sold at a very high price in the 
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The House owes its inception to Seth 
Baldeodas Birla, who came down to Calcutta 
from Jaipur in the latter part of 19th century, to 
seek his fortune. He commenced as a broker 
and trader and when during early 20th century, 
Bengal was in the feverish grip of Swadeshi 
Movement, the favour of Ruling British Raj 
was conferred upon him. The title Rajah was 
bestowed upon him in his later years m recogni; 
~fiorr~o f~ his ^devotion. ~~ Rajah Baldeodas^Tias 
retired from business and is now living at 
Banaras. His eldest son Jugulkissore has also 
retired from business. Seth Ghansyamdas, the 
second son of the Rajah, has chosen Delhi as 
his Headquarters, to keep in constant touch 
with the Ministers and High officers of the 
Central Government. He exerts his influence 
through them over the States of India and 
controls Industry and Commerce—inland and 
foreign from the capital. The third, Rameswar- 
das, has selected Bombay as his Headquarters 
to control business in the western zone. The 
youngest Brijmohan with his Headquarters in 
Calcutta controls industries and trade in Bengal 
where the bulk of activities of the Birlas are 
concentrated. The grandson and sons-in-law' 
of Seth Baldeodas who have been taken in as 
Director of various concerns floated by Birlas 
also manage several subsidiary concerns in 
which apparently the Birlas have no interest but 
in fact they hold a majority of their shares and 
exercise full control over them. 0 

Of the list we find that the United 
Commercial Bank Limited, employs Rupees 
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51,84,10,076/- ; two collieries, the Central India 
and the Western Bengal Coal Fields Rs 
1,05,48,121/- ; 5 Cotton Mills—Birla Cotton 
Spinning & Weaving Mills Ltd, Hindusthan 
Woollen Mills Ltd, Jayshree Textile Ltd, 
Kesoram Cotton Mills Ltd, and Sutlej Cotton 
Mill Ltd—Rs 6,22,52,522/- ; 2 Jute Mills— 
Birla Jute Manufacturing Co. Ltd, and Soorah 
Jute Mills Ltd—Rs 3,46,42,394/- ; 3 Sugar 
Mills—Bharat Sugar Mills Ltd, New India 
Sugar Mill and Upper Ganges Sugar Mills Ltd— 
Rs 2,01,56,335/- ; Hindusthan Motors Ltd— 
Rs 5,59,60,884/- ; Orient Paper Mills Ltd— 
Rs 1,86,57,420 ; Textile Machinery Corporation 
Ltd—Rs 1,46,32,452/- ; Bharat Airways Ltd— 
Rs 96,92,538/- and 2 Insurance Companies— 
New Asiatic Insurance Co. Ltd, and Ruby 
.General Insurance Co. Ltd—Rs 4 -,i8,Q7,66i/-. 
It Is observed that only 19 concerns command 
a total capital of Rs 78,68,51,087/-. Hence it 
can be guessed what colossal wealth they com¬ 
mand in all the concerns. 

The auditors of most of their concerns are 
Messrs S. R. Batliboi & Co., and in some cases 
are K. N. Gutgutia & Co., R. C. Singhi & Co., 
H. P. Khandelwal & Co., and G. P. Kapadia 
& Co. 

Their Solicitors are P. D. Himatsingka 
(Member of Indian Parliament) and B. P. 
Khaitan. 

Of the Directors, besides persons of Birla 
House, the names of some may be noted : 

N. R. Sarkar, K. L. Jatia, H. L. Somani, 
N. D. Kothary, J. P. Goenka, J. R. Walker, 
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H. C. Watters, C. L. Kanodia, G. D. Kothary, 

T. G. Saboo, R. K Jalan, B. P. Khaitan, 

R. N. Bhuwalka, G. D. Loyalka, P. M. Sinha, 
R. K. Kanodia, K. P. Goenka, Babulal Jalan, 
Md. H. H. Premji, Surajmull Mohta, Kamal 
Nayan Bajaj, D. M. Dhanukar, Mahaliram 
Santhalia, M. L. Shah, N. N. Law, A. H. 
Ghaznavi, R. L. Nopany, M. L. Tapuria, 
B. N. Chaturvedi, K. G. Thapar, S. M. Dhanu¬ 
kar, A. N. Mafatlal, B. P. Singh Roy, Sir 
Purushottamdas Thakurdas, Kastur Bhai Lal- 
bhai, Sir B. D. Goenka, Navin Chandra Mafat¬ 
lal, P. R. Sarkar, P. N. Sihna, R. H. Somany, 

K. L. Poddar, R. K. Jalan, C. L. Guha, B. P. 

Daga, L. P. Goenka, R. P. Poddar, I. P. Goenka, 
A. C. Law, G. L. Bangur, Baijnath Jalan, M. 
L- Dhanukar, M. M. Ruia. 

Of the associates Loyalkas, Kejriwals and 
Padias have played a prominent part in securing 
millions for the Birlas. Sri Ghansyamdas Loyal- 
ka, who hailed from the same village from where 
Birlas have come, started his life in a modest way 
with Seth Ghansyamdas Birla and in later years 
became his most intimate and reliable associate. 
Of Loyalkas’ concerns G. D. Loyalka & Co., 
Stock and Share brokers of Calcutta Stock 
Exchange and Messrs Regent Estates Ltd, 
a land Agent are well known. Messrs India 
Automobiles, the biggest selling concern of 
Hindusthan Motors Ltd, in which the Birlas 
have a big interest, is owned by G. D. Loyalka 
& Co., so that huge profit of the concern can 
be regulated according to their sweet will 
through the Fatka dealing firm. The Regent 
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Estates Ltd, whose main activity is supposed to 
be selling lands have been allowed import 
Licence worth few crores in Cement, Tea 
Chests, Tractors together with the Continental 
Plant Machine Tools Ltd belonging to the 
Loyalkas. As this Company is heavily engaged 
in land speculation, it can easily be guessed to 
what extent public exchequer will be able to 
derive revenue from them. Loyalka firms are 
entrusted with the manipulation of shares pur¬ 
chased and floated by Birlas. 

Seth Ramkumar Kejriwal who is an inti¬ 
mate of Sri B. M. Birla, has been entrusted with 
the bulk of sales on behalf of cotton mills, jute 
mills, paper mills and of various other concerns. 
He runs different concerns under various styles 
and also maintains share, hessian and jute broker 
firms. 

Sri Basant Lai Murarka, M.L.A., West 
Bengal, a veteran Congress leader is the principal 
handling agent for Kesoram products. The 
members of the Khaitan family, who are also 
running a large number of concerns, are also 
zealously guarding the interests of this House. 

B. M. Birla’s son-in-law, Onkarmal Somani, 
who, besides other firms subsidiary to Birlas, 
is running Share and Hessian Broker firms, 
under the name of Muralidhar Hiralal and 
Ghansyam Das’s son-in-law, Seth B. D. Daga are 
well known. Seth Surajmull Mohta of Jute & 
Gunny Brokers Ltd, etc., Seth G. D. Kothari 
and S» H. P. Mantri and his brother, grandsons 
from daughters’ side of Raja Baldeodas, are 
acting as the most useful channels of inward 
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and outward flow of goods and money. Seth 
K. L. Tirani and B. L. Newar, sons-in-law of 
Seth Rameswar Das are playing their roles 
faithfully. Seth Atmaramji Padia and Rid 
Karan Kejriwal are responsible for Vanaspati 
products operation. 

The principal officers are Messrs B. M. 
Bagri, Makhanlal Bagrodia, Anandilal Goenka. 
They are responsible for bringing millions for 
their principals as well as for themselves through 
secret channels and they constantly guard their 
master’s doors. 

From the list, appended hereafter, it may be 
found that Birlas are running firms to meet the 
minutest necessaries of life and construction 
companies to build castle in air. Fatka firms are 
maintained to wipe out any balance of profit 
that still remains after all possible deductions are 
made through all stages. Sir L. P. Misra, 
Retired Member, Railway Board, has been 
taken on the staff to talk with big people with 
very little control over concerns. Hence it 
may be seen that firms have been set up and 
personnel have been trained to achieve the dream 
of Birlas to be known as the richest House of the 
world by methods, dangerous and ruinous for 
the country. The British interest has not lacked 
in their activities to join hand with the Birlas 
in exploiting the masses. Nuffield has joined 
Hindusthan Motors and Babcox & Willcox— 
Texmaco. Mr J. R. Walker, possibly through the 
patronage of Birlas, has been appointed Jute 
controller. 

1 To shield their activities, the Birlas must 
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have protection from officials and in this respect 
they are very fortunate. While discussing the 
matter of Kesoram Cotton Mills, Ltd, we have 
shown that they managed with the help of 
Mr M. K. Vellodi, I.C.S., the then Textile 
Commissioner, to get their products stamped 
at a very high figure without production of 
manufacturing account which was obligatory 
under Textile Control Rules. This Mr Vellodi 
is now the Prime Minister of Hyderabad State, 
Mr N. Dandekar, I.C.S., sometime Commis¬ 
sioner of Income Tax, Bengal, who happened to 
be an admirer of Birlas and who resigned due 
to difference with higher authorities in Finance 
Department, was taken in as a Financial Adviser, 
Rajasthan, under the State Ministry, with the 
help of Birlas and is now drawing a very high 
salary as Government nominated Director of the 
Scindias. 

Mr S. D. Nargolwala, I.C.S., the present 
Commissioner of Income Tax, West Bengal, 
is a tenant of the Birlas in an air conditioned 
house. 

.. The valuable papers of Birlas with the 
Income Tax Investigation Commission have 
mysteriously disappeared while under examina¬ 
tion by Sri N. K. Saxena, the authorized official. 

Mr C. C. Desai, I.C.S., who dared flout 
Mr K. C. Neogy, Minister of Commerce, to give 
advantage to Birlas, is enjoying benevolent 
protection of the Central Government. 

In West Bengal, where most of their acti¬ 
vities are concentrated, Mr B. B. Das Gupta was 
made Finance Secretary with an increment of 
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Rs 2,000/- per month, from Rs 750/- to 
Rs 2,750/-, and Mr K. B. Pal Chaudhuri, an 
Agent of theirs, was promoted as Commissioner 
of Commercial Taxes with an increment of 
Rs 800/- per month, from Rs 500/- to Rs 
1,30%. 

Though instances of a series of malpractices 
against them were published in newspapers, 
they were protected by Mr N. R. Sarkar, 
Finance Minister. Mr S. K. Bose, Assistant 
Commissioner, Commercial Taxes, who, at a 
subsequent stage was brought to whitewash the 
colossal tax evasion of the Birlas, was found to 
have been entertained by Birlas in public places. 

They had taken Sri Nalini Ranjan Sarkar, 
as Director of several of the concerns, sensational 
activities of which have been revealed in this 
book. After he became Finance Minister, Mr 
Sarkar has resigned from Board of Directors, but 
he has placed his brother Mr P. R. Sarkar in 
his place. This gentleman is nothing but a 
protege of Birlas, and was sent by them to the 
West Bengal Legislature through Indian 
Chamber of Commerce to protect their interest, 
and to sabotage the interest of the State and the 
people, which he carried out faithfully. Mr 
N. R. Sarkar was rusticated from the Congress 
for 20 years but the ban on him was withdrawn 
when the Birlas came to wield power. 

The Birlas played a great role in the Jute 
Pact, for which the Commerce Minister, Mr 
Neogy had to go out of office. Ispahan} had 
a large share in this dubious deal in the blood 
stained jute of East Bengal. Ispahani is deeply 
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connected with the Birla House. Before parti¬ 
tion, he was a Director of the United Commercial 
Bank and is now engaged in the very lucrative 
jute purchase and export business in Pakistan 
and in India along with the Birlas. Perhaps, 
people of Bengal have not yet forgotton the 
Bengal famine caused by this House of Ispahanis, 
who purchased from Central India under license 
granted by Government of India, huge quantities 
of rice and charged Bengal at Rs 28/- per maund 
plus procurement commission while at the same 
time, Messrs Volkart Bros, on behalf of Travan- 
core and Cochin States procured rice from the 
same area and during identical period, at Rs 12/- 
per maund. When an Income-tax Officer went 
to Central India to detect this fraud, he was 
called back, after India achieved independence. 
Recently, when heavy outstanding tax was going 
to be realized from him by certificate procedure 
this was stopped under the order of the Central 
Government and people say that secret hand of 
Birlas worked behind. 

It is for the Reserve Bank of India and for 
the Income Tax Investigation Commission 
to find out as to what extent the United Commer¬ 
cial Bank Ltd, banks and treasuries of Rajasthan 
and Hyderabad were utilized at the time of 
demonitization of Rs 1000 notes and also who are 
the persons that converted huge parcels of such 
notes in the Calcutta and Bombay offices of the 
Reserve Bank of India just within the previous 
24 hours of the Promulgation of the Ordinance. 

Further, it has come to our knowledge that 
soms big Managing Agency Houses deposit 
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money in fictitious names. They induce their 
bankers to advance huge amounts for the purpose 
of purchasing various lucrative concerns through 
secret guarantees of their hidden deposits and 
also through pledge of duplicate shares of 
companies under their management. 

The Reserve Bank of India is starving for 
shortage of dollars. The Government have 
done their best in their own way to improve the 
dollar position but have failed. The Birlas 
are transferring the dollar resources of the 
country to America in a very clever way. The 
following is the device of this transfer. The 
Birlas have an Agent in New York who lives in 
Hotel Astoria, one of the most luxurious hotels 
in that city of palaces. They are the biggest 
exporters of jute products. The invoice of the 
jute and other products exported to U.S.A. are 
made out here at a low value. The New York 
Agent receives them and there is nothing to 
prevent him from charging high premiums on 
the invoice price. The balance of these huge 
transactions is deposited in America in dollars. 
A portion of this money may be easily cashed in 
this country through the following process. 
Anybody wanting to have dollars but unable to 
secure them through normal official channels 
may approach the Birlas, deposit the money 
here in rupees with" a 20 % bakshish and have a 
chit on his New York Agent for the dollars. 
A huge quantity of dollars is being kept idle at 
a time when many of our nation building projects 
had to be either abandoned or postponed for 
shortage of dollars. 
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Sardar Patel’s closest friendship with Seth 
Ghansyamdas is now a household talk in India. 
Sometime back,' when Sardarji was bed-ridden 
with thrombosis, Sethji took doctor and massa- 
gists from Calcutta and was found sitting day 
and night by the bedside of his friend, as Arjuna 
used to attend Sakha Krishna. Even during 
April, 1950, Sethji accompanied Sardarji during 
his West Bengal tour and photographs of Sardaiji, 
Ghansyamdas and of Dr Katju were published 
in several newspapers. 

The activities of Kesoram Cotton Mills 
Ltd, was published both in Bengali and in 
English on 18-3-50 in the weekly Jugabani of 
Calcutta. These were sent to all the Ministers 
of Central and Provincial Governments, to many 
Members of the Parliament and many Members 
of the Provincial Assemblies and to High Court 
Judges all over India and circulated amongst 
members of public. This was also published 
in Prabasi for Chaitra, in the Modern Review 
for April and also in weekly “Current” of Bombay 
under the signature of Mr D. F. Karaka on 
26-7-50. 

Pandit Nehru openly declared that he was 
going to hang every black-marketeer on the 
nearest lamp post, but in practice we find that 
after publication of the sensational tax-evasion 
of Birlas in Jugabani on 18 March 1950, Sardar 
Vallabhai Patel accompanied by Seth Ghan¬ 
syamdas Birla visited Calcutta. Shortly after 
the Jugabani Office and Press were searched. 
Mr NT C. Roy, Assistant Commissioner of 
Commercial Taxes, who at the risk of his life 
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and defying the lure of millions and high position 
in life, was able to locate the sensational swind- 
lings committed by Birla concerns on the State 
and people, had been suspended on May 2, 
1950 for which no reason has been assigned up 
to September 20, 1950. 

The Income-tax Investigation Commission 
in their Report, para 448, page 200 have 
stated :— 

“As the Royal Commission of Income 
Tax, 1920, put it : ‘The citizen who is 
deficient in public spirit has always aimed 
at paying less than his fair share of the 
nation’s expenses and it is safe to assume 
that he will always continue to do so. This 
may be said of every tax, but it is especially 
true of the Income Tax because there are 
many cases where a knowledge of the 
amount of the tax-payer’s profit is confined 
to himself or shared only by his confidential 
employees or his professional advisers.’ 
In this country, where the means available 
to make large incomes are few owing to 
insufficient growth of industry and the 
number of rich men is consequently small, 
the glitter of large fortunes makes the public 
more tolerant to the dubious means em¬ 
ployed in collecting those fortunes than 
elsewhere. The Bengal Chamber of 
Commerce say: ‘As things are at present, 
there is no question but that those who are „ 
known to be the biggest deliberate taxation 
cheaters are received in all ranks of°society 
in the country and virtue of their very 



success of cheating, are surrounded by an' 
aura of ability and shrewdness, instead of 
being ostracised and stamped with obloquy. 
There can be no public conscience in the 
matter of taxation as long as these conditions 
obtain. .Some consider that to train the 
public conscience against evasion and to 
bring about helpful co-operation between 
the public and the administration for com¬ 
bating evasion is like discovering the formula 
for transmuting metals into gold.’ Others 
are, however, more optimistic of achieving 
results with the help of propaganda, more 
frequent contacts between the officers, and 
the public appointment of Public Relations 
Officers, Liason officers and Press publicity, 
Radio talks etc. Another School of thought 
would make penalties more severe so as to 
be deterrent. The latter suggestions was 
made even before the Royal Commission 
of Income Tax 1920, by an experienced 
and eminent lawyer who said : ‘people must 
be made to understand that, if they defraud 
the Revenue, they are committing a mean 
and despicable offence against everyone of 
their fellow tax payers’, an offence which 
he declared, should be punished by imprison¬ 
ment, so that the offender ‘should be made 
to feel the ignominy and disgrace attaching 
to the crime he has committed.’ While 
punishment may be some answer it is never 
a complete answer to crime. In specialised 
tyf>es of crime like the evasion of taxes, it 
reaches mostly those who are unwary, 



inexperienced or unlucky. The more 
dangerous culprits who are astute and able 
enough to cover up their traces effectively 
more often escape. Moreover, as we have 
already said elsewhere, penalties sometimes 
are apt to defeat their purpose by over severity, 
while they are ineffective if lenient. To 
strike the golden mean is not always possible 
owing to fluctuating rates of tax. For a 
punishment to be deterrent not only must 
make the offender feel its pain but also its 
effect should be more than temporary. If 
the effect is temporary, the offender will 
easily return to this old practice as soon as 
that effect is over. It is only when an 
offender is reminded of his loss and is put 
to inconvenience from time to time, either 
in the course of his business or in his contacts 
in the zonal circle he moves in that he will 
be dissuaded from yielding to temptation 
a second time. It is no doubt true that 
'whip of public conscience which lashes the 
evader into straight path is still not so long 
nor so strong in this country as it is in 
England and in some other countries ; but 
these countries had the advantage over us 
of many years of political freedom, which 
made the interests of Government and the 
Public identical. 

Educated people in our country who 
contributed so much to the dawn of our 
freedom, can contribute equally to the dawn 
of public conscience by their example and 
their actions. For instance, the Account- 
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ants can make it their creed not to assist 
an assessee, whom they suspect to evade 
tax or if the lawyers will refuse to give 
advice when it is sought for the purpose of 
tax evasion, the defrauder will be either 
thrown off his own resources of skill which can¬ 
not be large or be driven to inefficient advice, 
with the result he will find it ‘a bad busi¬ 
ness.’ If Associations of business interests 
honour persons who have been either pena¬ 
lised or prosecuted for evasion of taxes, no 
prominent business man will venture to 
evade. In another connection we have 
recommended that, with proper safeguards 
names be published We are confident 
that a lead given by responsible business and 
professional interest will not be long in being 
followed by others, who even now have 
very little to gain from the evader and much 
to lose. We are also confident that a 
Government which is elected by the people 
will not fail to get a just response from 
Business, big as well as small and also from 
leaders of the different professions, and that 
aided by the co-operation and change of 
outlook and methods from the Department 
for which we ha^e already pleaded, in the 
earlier part of this section, the tax evader 
will soon find the soil of the country un¬ 
helpful and unpropitious to him.” 


ynder the direction of Pandit Jawaharlal 
Nehru, all Departments of Central and Provin¬ 
cial Governments have been asked not to bestow 



any favour in the form of import and export 
licences, contracts etc. but in actual practice a 
large share of the country’s export and import 
trade and other contracts have been given to 
Birlas and their associates. 

The powerful Deputy Prime Minister of 
India in charge of Home Affairs is always accept¬ 
ing hospitality at Birla House, Bombay, and 
keeping constant company with Birlas. Dr 
Katju, Governor of West Bengal and Ministers 
of Central and Provincial Governments feel 
themselves elated when they are invited to a 
dinner or asked to be photographed with Birlas 
and this has broken the morale of the officers 
who dare not investigate into their affairs. 

The Birlas are swindling the consumers by 
way of enhanced price of commodities, share¬ 
holders their legitimate dividends on shares 
purchased, State its legitimate share of tax, and 
people with collapsing industries. The colossal 
black market money which they have derived 
have been utilized for cornering shares of existing 
companies or have been kept idle and not utilized 
for expanding industry and wealth of the country. 

In conclusion, however painful it may be 
for those who are at the helm of affairs of our 
Government, we have no hesitation to say that 
this House of Birlas is leading this country and 
people to destruction and unless strong and 
deterrent action is taken against them, their 
protectors, the ministers and officials and whoever 
they may be and whatever high position they 
may hold, the very existence of this nation will 
be at stake. 



Birlas are engaged in ruthless exploitation 
of the people of the country. They are depriving 
the State of its revenue, and killing the trade, 
commerce and industries of this country. Their 
greed for quick money led them to adopt a short¬ 
sighted policy by which the industries controlled 
by them are on the verge of collapse. As they 
are also exerting their influence to get the 
patronage of the Ministers and high Govern¬ 
mental officials to put obstruction on the growth 
of other rival industrial concerns, they should 
rightly be called the enemy of the country. A 
Government which cannot put a check to these 
activities has no right to exist. 



Appendix A 

Companies under Birla Brothers and Cotton 
Agi nts and their Associates : 

1. Associated Chemicals Ltd. 

2. Associated Contractors Ltd. 

3. Arya Dharma Bhandar Ltd. 

4. Basant Properties Ltd. 

5. Bengal Stores Ltd. 

6. Bharat Airways Ltd. 

7. Bharat Kala Bhandar Ltd. 

8. Bharat Produce Co. Ltd. 

9. Bharat Sugar Mills Ltd. 

10. Birla Building Ltd. 

11. Birla Cotton Spinning & Weaving Mills Ltd. 

12. Birla Cotton Factory Ltd. 

13. Birla Charity Trust. 

14. Birla Education Trust. 

15. Birla Jute Manufacturing Co. Ltd. 

16. Birla Laboratories Ltd. 

17. Calcutta Electrical Manufacturing Co. Ltd. 

18. C. & E. Morton (India) Ltd. 

19. Central India Coal Mines Ltd. 

20. Central India Paper Mills Ltd. 

21. Eastern Steel Corporation Ltd. 

22. Expert Import Agency. 

23. Ganga Properties Ltd. 

24. General Produce Co. Ltd. 

25. Glass Manufacturing Co. Ltd. 

26. Hind Construction Ltd. 

27. Hind Cycles Ltd. 

28. Hind Gas Ltd. 

29. Hind Potteries Ltd. 

30. Hindusthan Cement Mfg. Co. Ltd. 
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31. Hindusthan Cellulose & Paper Mills Ltd. 

32. Hindusthan Colours Ltd. 

33. Hindusthan Investment Ltd. 

34. Hindusthan Motors Ltd. 

35. Hindusthan Motor Corporation Ltd. 

36. Hindusthan Rayon Mills Ltd. 

37. Hindusthan Woollen Mills Ltd. 

38. Indian Gas Co. Ltd. 

39. Indian Planters Ltd. 

40. Indian Starch Products Ltd. 

41. Indian Shipping Co. Ltd. 

42. Indian Tools Manufacturing Ltd. 

43. Jaipur Mining Corporation Ltd. 

44. Jayasree Tea Gardens Ltd. 

45. Jayasree Textiles Ltd. 

46. Jiyajirao Cotton Mills Ltd. 

47. Jute Investment Co. Ltd. 

48. Jute and Gunny Brokers Ltd. 

49. Kesoram Cotton Mills Ltd. 

50. Krishnalal Thirani & Co. Ltd. 

51. Lakshmi Properties Ltd. 

52. M. D. Kothari & Co. Ltd. 

53. Madho Properties Ltd. 

54. Mahabir Trading Co. Ltd. 

55. Mantri & Co. Ltd. 

56. Mantri Machinery Co. Ltd. 

57. Model Knitting Industries Ltd. 

58. Monitor Trading Co. Ltd. 

59. New India Sugar Mills Ltd. 

60. New Swadeshi Sugar Mills Ltd. 

61. Nikhli Jute Baling Co. Ltd. 

62. Orient Paper Mills Ltd. 

63. Ouflh Sugar Mills Ltd. 

64. Padmabati Raje Cotton Mills Ltd. 
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65. Pilafli Properties Ltd. 

66. Premier Store Supplying Go. Ltd. 

67. Prosad Hosiery Factory Ltd. 

68. Radios Ltd. 

69. Ramkumar Kezriwal & Go. 

70. Rameswardas Churiwala. 

71. Ranchi Zemindary Ltd. 

72. Regent Estates Ltd. 

73. Shewnarain Bilasrai. 

74. Soorah Jute Mills Ltd. 

75. Surajmall Mohta & Co. Ltd. 

76. Sutlej Cotton Mills Ltd. 

77. Swadeshi Mills of Ahmedabad. 

78. Textile Machinery Corporation Ltd. 

79. Texmaco (Gwalior) Ltd. 

80. Textile Stores Dealers Ltd. 

81. Thirani Co. Ltd. 

82. Tungabhadra Industries Ltd. 

83. Upper Ganges Sugar Mills Ltd. 

84. Usha Textile Ltd. 

85. Vijay Silk Mills Ltd. 

86. Vikram Paper Mills Ltd. 

87. Western Bengal Coal Fields Ltd. 

88. Woodcraft Products Ltd. 
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